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Banking in the Early West: Monopoly, Prohibition, 
and Laissez Fatre 






N 1852 the Secretary of the Treasury reported that there were “no 
incorporated banks in regular and active operation” in Arkansas, 
California, Florida, Illinois, lowa, Texas, and Wisconsin—seven of the 
thirty-one states then in existence—in the District of Columbia, nor in 
the two organized territories, Minnesota and Oregon.” In most of these 
jurisdictions corporate banking was constitutionally prohibited; in 
others it was kept out by current opposition. At the same time it was a 
state-controlled monopoly in Indiana and Missouri, as it was a little 
later in Iowa. Going to the opposite extreme, Michigan in 1838 made 
banking free. Her experiment was eventually repeated by Illinois, by 
Wisconsin, and by Indiana. Meanwhile, there were unincorporated 
banks throughout the region, though their creation of credit was 
probably small compared with that of incorporated banks. 

Thus, in three or four decades before the Civil War, in the states of 
the upper Mississippi Valley, public policy ranged from absolute pro- 
hibition of bank credit, through state monopoly, to laissez faire. On 
balance, policy tended to be restrictive; for while the craving for bank 
credit increased, the aversion to it increased still more. The craving 
and the aversion are both significant, but the aversion now seems much 
the more curious of the two. It is out of accord with the idea that as a 
regular thing farmers and settlers in new regions are eager borrowers, 
and it has little in common with the habits and convictions of a 















132d Congress, 1st Session, House Document No. 122, p. 1. In 1841 there were four 
incorporated banks in the District, but Congress refused to renew their charters, which all 
expired in 1844. The banks seem to have continued either as partnerships or as trusteeships.— 
John Clagett Proctor, Washington Past and Present (New York: Lewis Historical Publishing 
Company, 1930), I, chap. xxviii. In 1863 incorporation under the National Bank Act became 
possible, but there have also been banks in Washington with charters granted by Arizona, West 
Virginia, Virginia, and Alabama, as well as banks formed under the laws of the District. 
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posterity for whom credit is the lifeblood of economic activity. Yet the 
aversion for credit used to be stronger than the craving for it and comes 
closer to tradition. Easy money is not early American. 


I 


Prohibition and laissez faire—the extreme positions taken with 
respect to banking in the West—were the products respectively of 
agrarianism and of enterprise. The agrarians’ position is easy to identify, 
for they had an intellectually respectable doctrine to which Thomas 
Jefferson and John Taylor of Caroline had ably contributed in its 
earlier years and which in its later more radical and belligerent form 
was championed by William Gouge, its most literary apologist, by 
Andrew Jackson, Thomas Hart Benton, and Roger Taney and by the 
Locofocos. The two characteristics of banking that roiled the agrarians 
were incorporation and note issue. As corporations, banks had artificial, 
monopolistic privileges, with “neither bodies to be kicked nor souls to 
be damned.” As sources of circulating notes, they had the obvious 
power to create money. With these twin evils, banking was an uncon- 
stitutional, aristocratic device by which private groups acquired undem- 
ocratic powers. It was “the principal cause of social evil in the United 
States.” * The agrarians believed in gold and silver, the money of the 
Constitution. This, they held, was the only honest money, the only 
money suitable to a simple, individualistic economy; paper money made 
prices rise, enticed men into debt, and then cast all but a favored few 
into ruin. Their ideals were those of Jackson, for whom, according to 
Benton, “abhorrence of debt, public and private, dislike of banks and 
love of hard money—love of justice and love of country were ruling 
passions..... ‘i 

For all agrarians and for most of their contemporaries, the essential 
function of banking was note issue; accordingly, when they discussed 
banking, note issue was what they had in mind. From 1830 to 1860 
notes and deposits seem to have been about equal in amount, for the 
country as a whole, but deposits were inconspicuous, their nature was 
not understood, and they were characteristic principally of banks in the 
eastern centers. Where the agrarians lived, circulation was not only 
more conspicuous but actually larger in volume. 


2 William M. Gouge, A Short History of Paper Money and Banking in the United States 
(Philadelphia: T. W. Ustick, 1833), Part I, pp. 42, 133. 

3 Thomas H. Benton, Thirty Years’ View (New York: D. Appleton and Company, 1854-56), 
I, 737. 
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According to Gouge, the harmful effects of banking were evident 
everywhere; banks were the agents of a vicious cycle of expansion and 
contraction. “Anything that excites the spirit of enterprise,” he said, 
“has a tendency to increase the amount of bank issues. Whatever damps 
the spirit of enterprise or of speculation has a tendency to reduce the 
amount of bank issues. As the wild spirit of speculation has in most 
cases its origin, and in all its aliment, in banking transactions, these 
various causes operate in a circle. The banks, by expanding their issues, 
give aliment to the wild spirit of speculation when it begins; and by 
their contractions they aggravate the evils of the natural reactions.” 
Gouge attacked Nicholas Biddle’s idea that “the value of bank medium 
consists in its elasticity—in its power of alternate expansion and con- 
traction to suit the wants of the community.” The flexibility or elasticity 
of bank credit, he averred, “is not an excellence but a defect.” For, “if 
banks at any time make money more plentiful than it would be if only 
gold and silver circulated, they diminish its value in increasing its 
quantity.” * 

Having so deep a conviction of the evils of banking, the agrarians 
hoped they could abolish it entirely. The governor of Kentucky in 1819 
recommended that the legislature propose an amendment to the federal 
Constitution providing that “no incorporated bank should exist in the 
United States ....”; and a resolution was introduced declaring it to be 
“the duty of the general government and of every individual state com- 
posing it (gradually if necessary but ultimately and certainly) to abolish 
all banks and moneyed monopolies ..... ”® Such a reform, it was 
realized, could not be accomplished readily. Years of effort would be 
required. “Though strong in the confidence of the peopie,” Benton 
said in discussing Jackson’s policy, “the President was not deemed 
strong enough to encounter all the banks of all the states at once. 
Temporizing was indispensable—and even the conciliation of a part of 
them.” ° So the tactics were to attack the Bank of the United States first, 
using the help of the private banks, and then to dispose of the latter. 

The position contrary to that of the agrarians is much harder to 
identify, for it was not literary or doctrinaire. It dominated more than 
enterprise proper; its left wing reached beyond the speculators to cheats 
pure and simple, and its right wing comprised men of substance and 
integrity. It dominated the heterogeneous host of Americans who were 





4 Gouge, Short History, Part 1, pp. 63, 62, 136, 45. 
5 Ibid., Part II, pp. 100, 101, 234. 
6 Benton, Thirty Years’ View, 1, 158. 
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intent on making money. Gallatin, who was Jeffersonian but not 
agrarian, wrote of it as follows: “The energy of this nation is not to be 
controlled; it is at present exclusively applied to the acquisition of 
wealth and to improvements of stupendous magnitude. Whatever has 
that tendency, and of course an immoderate expansion of credit, receives 
favor. The apparent prosperity and the progress of cultivation, popula- 
tion, commerce, and improvement are beyond expectation. But it seems 
to me as if general demoralization was the consequence; I doubt 
whether general happiness is increased; and I would have preferred a 
gradual, slower, and more secure progress.” * 

The relative political strength of these two opposed forces was influ- 
enced, of course, by the vicissitudes of economic life. The agrarians 
gained ground against banking when business was bad and lost it 
when business was good. They were strongest in the forties while fits 
of prostration were prolonging the depression begun with the panic 
of 1837; but the stalwarts among them kept their quivers full of 
Jeffersonian convictions and furnished leadership in a cause whose 
successes were partly opportunistic and partly doctrinaire. Eventually, 
after a struggle that occupied the four decades from 1820 to 1860, they 
succumbed to the money-makers. Their austere and simple ideals were 
ecologically impossible in a land of wealth and individualism. Through 
legislation, partly state and partly federal, the money-makers made 
banking free and insured the mounting supply of bank credit employed 
in the great expansion of the economy in the latter part of the century. 
The struggle then ended had been between two concepts: one of these 
could not be realized without enormously expansible bank credit, the 
other could not be realized with it.® 


II 


The first measures of the Western agrarians against banking were 
restrictive, not prohibitory. Indiana, which obtained statehood in 1816, 
Illinois, which obtained it in 1819, and Missouri, which obtained it in 


7 Henry Adams, Life of Albert Gallatin (Philadelphia: J. B. Lippincott and Company, 1879), 

. 653. 
ql 8 Until it was eclipsed by slavery, banking seems to have been the leading political issue in 
the West for thirty or forty years. Neither Whigs nor Democrats were consistent on banking 
questions, but the Whigs were the less schismatic of the two. They generally favored banks, 
whilst the Democrats were sharply divided between a probank and an antibank wing. Party 
lines were also confused by the private banks’ support of Andrew Jackson in his attack on the 
Bank of the United States. In Indiana, the State Bank was founded by Whigs and later fostered 
by Democrats. In Missouri, the State Bank was founded by Democrats, and the Whigs became 
“antibank” accordingly. In Iowa, both prohibition and state monopoly were Democratic 
measures. 
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1821, each authorized in its constitution the establishment by legislative 
action of a state bank with branches but forbade the incorporation of 
banks otherwise. The idea of a single state bank with branches was 
evidently derived from the Bank of the United States, to which many 
people had only the objection that it was unconstitutional, the practical 
advantages of a single responsible bank, directly amenable to the gov- 
ernment and acting as its depository, being plain to them. Many of 
the states had such a bank, not always a monopoly, and one of these, 
the Farmers Bank of the State of Delaware, established in 1807, is still 
active and thriving in 1948, with the state still its controlling 
stockholder. 

Such a bank Indiana set up in 1834. The state subscribed half the 
bank’s capital and chose its president, a majority of its directors, and 
half of each branch’s directors. The bank had ten branches at first, but 
this number was later increased to seventeen, each branch serving a 
specified district. The branches were examined at least twice a year 
from the central office, the function of which was to administer the 
whole organization, all actual customer transactions being performed 
at the branch or banking offices. It was the only bank permitted in 
the state. 

Illinois, after an unsuccessful effort in the twenties to set up the 
bank authorized by its constitution, followed the example of Indiana in 
1835. But the state Bank of Illinois, unlike its Indiana prototype, devoted 
itself to public improvement schemes, including an effort to help the 
city of Alton outstrip St. Louis as a commercial center and river port, 
and went bankrupt in 1842. Illinois was then without any incorporated 
bank for ten years. 

In Missouri a bank like Indiana’s was set up in 1837, the year of the 
panic. The state owned two thirds of the capital and chose the bank’s 
president and six of its twelve directors. Besides the head office in St. 
Louis, there were offices in five other towns. These branch offices had 
not the autonomy of the Bank of Indiana’s branches, and the head 
office was itself engaged in banking as well as in supervision. In its early 
years it was much preoccupied in protecting itself from its sister 
institution, the Bank of Illinois, whose notes it refused to accept. This 
incensed the St. Louis merchants, who declared the bank’s restrictions 
were ruinous to them, resolved that it should be held no discredit to a 
merchant if his obligations to the Bank of Missouri went unpaid 
through the bank’s refusal to accept Illinois bank notes, and set about 
withdrawing their deposits. The Bank of Missouri had to yield, but in 








6 Bray Hammond 





1843 it had the satisfaction of surviving the derelict Bank of Illinois, 
which it sued to have put in receivership.” 


III 


Michigan, which obtained statehood in 1837, made a very different 
start from her older neighbors to the south and west. That same year, 
she enacted a free-banking law copied from the original free-banking 
measure then still pending in the New York legislature. Within a 
year, about forty banks were established under this law; and two years 
later more than forty were in receivership." The performance gave free 
banking its first notoriety in the West. It was typical of the free banks 
that they monetized the state debts by purchasing bonds with their own 
circulating notes and then disappeared in order to avoid having to 
redeem the notes. They had to be hunted for in the woods, among the 
retreats of wildcats. Their cash reserves were sometimes kegs of nails 
and broken glass with a layer of coin on top. Specie exhibited to the 
examiners at one bank was whisked through the woods to be exhibited 
at another the next day. “The singular spectacle was presented of the 
officers of the state seeking for banks in situations the most inaccessible 
and remote from trade, and finding, at every step, an increase of labor 
by the discovery of new and unknown organizations. ... . Gold and 
silver flew about the country with the celerity of magic; its sound was 
heard in the depths of the forest; yet, like the wind, one knew not 
whence it came or whither it was going..... = 

In 1844, the supreme court of Michigan gave the coup de grice to 
what was left of the system by a decision in which it described the 
free-banking act as “that law whose history was blackened with frauds 
and perjuries; under the operation of which individual and state credit 
staggered and at last fell; a law which brought odium and reproach 
upon the state within a year after its enactment.” It held that the law 
was “unconstitutional and void” and that the banks organized under 
its authority “never had any legal existence.” *” Even the receiverships 


9 John Ray Cable, The Bank of the State of Missouri (New York: Columbia University Press, 
1923), pp. 180-84. 

10 John Jay Knox, A History of Banking in the United States (New York: Bradford, Rhodes, 
and Company, 1903), pp. 733, 735- 

11 25th Congress, 3d Session, House Document No. 227, pp. 641-42. The device of moving 
treasure ahead of the investigators and thereby making a dollar of bank reserves do the work 
of a dozen was probably one of the most venerable of monetary manipulations. Thucydides 
(VI, xlvi) records a like performance in Sicily in 415 B.c., when the Athenian ambassadors 
were taken in by it. 

12 Green vy. Graves, 1 Doug. Mich. Rep. 366, 372, 351. 
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were without legal status, for having had no legal existence the banks 
could have no creditors to account to, and such receivers as were in 
possession of assets could pocket them.’* “It is to be lamented,” the 
court said, “that the grave question we are now called upon to decide 
was not presented to this court at an earlier period and immediately 
after the passage of the obnoxious act. Our decision would have stayed 
the torrent which has swept over the state with effects so desolating, 
and preserved individual and state credit from the stigma and reproach 
which befell both.” ** 

In the territory of Wisconsin, which was organized in 1836, the 
legislative majority was for years determined to tolerate no banks of 
issue, and in every corporate charter it enacted—even one for a church— 
it included a stipulation that nothing in the charter should be construed 
to authorize the business of banking. Despite this chronic suspicion, a 
charter was obtained in 1839 by George Smith for the Wisconsin 
Marine and Fire Insurance Company, which became one of the most 
important banks in the United States. The company was specifically 
denied “banking privileges,” but in the same sentence it was specifically 
authorized to accept deposits and to lend money. It “accepted deposits” 
in amounts of one dollar or more and gave the depositors certificates 
similar in form to bank notes and equally suitable for circulation, being 
payable “on demand to the bearer.” 

The Wisconsin Marine and Fire Insurance Company was performing 
a valuable service and doing it in the best spirit of free enterprise, but 
it was also evading the law. After considerable fuming, the legislators 
repealed its charter in 1846, but the act proved ineffectual, for the 
company, which by now had a record of about eight years’ punctilious 
dealings, declared publicly that the repeal was illegal and that it would 
continue to do business and to meet its obligations as usual.*® Farmers 
who wished to sell grain, dealers who wished to ship it, and merchants 
who wished to trade went on using the company’s obligations, and the 
legislature could do nothing. These efforts of Wisconsin to kill a sound 
and useful institution paralleled those that had been made across the 
lake in Michigan, where the legislature had legalized swindling. 


13 Knox, History of Banking, p. 736. 

14 Green v. Graves, 1 Doug. Mich. Rep. 372. This decision, in 1844, was a year earlier than 
the similar decision, DeBow v. The People, which found the free-banking law of New York 
also unconstitutional (1 Denio’s New York Reports 9-19). 

15 Knox, History of Banking, pp. 740-41. 

16 Clarence B. Hadden, History of Early Banking in Wisconsin (Madison: Transactions of the 
Wisconsin Academy of Sciences, Arts, and Letters, 1895), p. 171. 
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In 1848 Wisconsin became a state; her new constitution continued to 
prohibit any authorization of banking by the legislature, unless such 
authorization were ratified by popular vote. Under this condition, a 
free-banking law was put into effect in 1852." Wisconsin, still a frontier 
with plenty of backwoods, now recapitulated the experience of Michi- 
gan. Speculators purchased bonds with a small down-payment— 
preferably Southern states’ bonds that were selling at discounts of 10 
or 20 per cent—had them delivered to the state comptroller, obtained 
from him the notes authorized by the law, and with these notes paid 
the remainder due on the bonds. “Thus a bank with $100,000 capital 
could be created with not to exceed an outlay of $5,000, often less, 
according to the commission charged for advancing the money for 
bonds, plates, and printing.” ** The remaining care of the proprietors 
was to find a shady nook in the deep forest, perhaps in an Indian 
reservation, where a cabin could house their inaccessible “bank,” and 
a guard could frighten away or misdirect such hardy noteholders as 
came too close in their quest for the gold and silver to which they were 
entitled. In 1858 the bankers of Chicago refused to accept the notes of 
twenty-seven Wisconsin banks, some or all of which were “located at 
inaccessible points, having no capital, doing no banking business, pro- 
viding no means whatever for the redemption of their issues, and in 
many instances having not even an office.” *° 


IV 


Meanwhile, in 1846, Iowa had become a state. All the authors of her 
constitution had immigrated thither from some older jurisdiction; over 
half of them were farmers and the views of most of the others were 
agrarian.”” Their orthodox convictions were hardened by many more 
years of experience with banks than their forerunners in Indiana, 
Illinois, and Missouri had had. In the intervening period, the country 
had been strewn with broken banks, there had been several general 
suspensions of specie payments, bank credit had abounded, pockets and 
tills had been crammed with depreciated and worthless bank notes. 
Memories were fresh of the bankruptcy of the overshadowing Bank of 





17 Francis N. Thorpe, Federal and State Constitutions (Washington: 59th Congress, 2d Ses- 
sion, House Document No. 357, 1909), VII, 4093. 

18 Knox, History of Banking, p. 747. 

19 William Graham Sumner, A History of Banking in the United States (New York: Journal 
of Commerce and Commercial Bulletin, 1896), p. 451. 

20 Fragments of the Debates of the lowa Constitutional Conventions of 1844 and 1846, ed. 
Benjamin F. Shambaugh (Iowa City: State Historical Society of Iowa, 1900), pp. 405-15. 
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the United States, of collapse in New Orleans, of the failure of the 
near-by Bank of Illinois, of the free-banking fiasco in Michigan, and 
of other recent events of like import.”* Against these experiences the 
excellent performance of the Bank of Indiana, the Bank of Missouri, 
and the Wisconsin Marine and Fire Insurance Company counted for 
nothing. Iowa’s agrarians were convinced that banking was a “mad, 
untamable beast,” the “common enemy of mankind,” a “withering and 
blighting curse,” and that nothing else “ever devised by mortal man 
was so successful to swindle the people.” But “when there was a gold 
and silver circulation, there were no fluctuations; everything moved on 
smoothly and harmoniously.” ” 

The constitution composed by these hard-money agrarians had the 
following to say on banking: 


No corporate body shall hereafter be created, renewed, or extended with the 
privilege of making, issuing, or putting in circulation any bill, check, ticket, 
certificate, promissory note, or other paper, or the paper of any bank, to circulate 
as money. The General Assembly of this state shall prohibit, by law, any person 
or persons, association, company, or corporation from exercising the privileges 
of banking or creating paper to circulate as money .... . The General 
Assembly shall provide by general laws for the organization of all other corpo- 
rations except corporations with banking privileges, the creation of which is 


prohibited ..... ia 


Before the constitution was ratified, a critic had pointed out that 
with no banks of its own the state would find itself buying and selling 
with the paper issues of banks in other states. lowa would become “the 
plunder ground of all the banks in the union,” he declared. 


Instead of the hard money promised the people, we shall have not only a hard 
currency but one well mixed, for it will consist of the issues of those institutions 
which have no credit at home and whose paper is thus driven abroad for circula- 
tion. Instead of a currency free from expansion or contraction, as hard money 
is alleged to be, we shall have a circulation constantly liable to explosion and 
irredeemable in its character.?4 


The majority had no answer for this warning, which was supported by 
common experiences, but the temptation to take a stern and defiant 
position was irresistible, and the prohibition was adopted as “a decisive 


21 The Writings of Albert Gallatin, ed. Henry Adams (Philadelphia: J. B. Lippincott and 
Company, 1879), III, 384; Fragments, ed. Shambaugh, pp. 69, 75. 

22 Fragments, ed. Shambaugh, pp. 102, 74, 197, 68, 69, 70. 

23 Thorpe, Constitutions, II, 1132. 

24 Fragments, ed. Shambaugh, p. 351. 
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indication of public sentiment against all banking institutions of what- 
ever name, nature, or description.” ” 

As may result from too drastic efforts, the interdict stimulated the 
evil it was intended to prevent, and investigators, who were struck ten 
years later by the volume of bank notes circulating in a state where 
banking was forbidden, counted in Iowa City alone—then the state’s 
capital—the notes of more than three hundred banks. Many of these 
notes were issued by companies incorporated in the neighboring terri- 
tory of Nebraska, which itself had a law forbidding the issue of notes 
for circulation but chartered eight institutions for the purpose of circu- 
lating them in Iowa, where “agencies” were maintained—the agents 
being the banks’ owners, apparently. The principal one was the 
Western Exchange Fire and Marine Insurance Company, whose presi- 
dent was Thomas Hart Benton, Jr., “an original Iowa hard-money 
man.” ** This company copied the name of George Smith’s Wisconsin 
Marine and Fire Insurance Company and also the provision in its 
charter for the issuance of certificates of deposit, which circulated like 
notes; *” but, unlike its namesake, Benton’s bank failed.”* Besides the 
papers of these Nebraska corporations, money was issued within Iowa 
by townships, cities, and counties, and by merchants and _ business 
corporations. Two produce buyers purchased pork and wheat with 
their own notes, which were engraved like money and became “an 
important part of the local circulation.” A stagecoach company issued 
its Own money to pay its operating expenses.” These concerns were 
exercising the common-law right to borrow and furnish their creditors 
with evidence of the obligation, and the constitutional prohibition did 
not stop them. 

The value of such obligations shrank sadly in the panic of 1857. The 
loss that practically everyone suffered justified the opponents of the 
prohibition, and that same year a new constitution was adopted which 
allowed the legislature to establish a state Bank of Iowa.*° It also per- 
mitted adoption of a general banking law; but though a statute was 
enacted in 1858 on the basis of this permission, no banks were ever 
formed under its provisions. The state bank, however, was organized 
at once. It was authorized to have not more than thirty branches (it 


25 Quoted in Howard H. Preston, History of Banking in Iowa (Iowa City: State Historical 
Society of Iowa, 1922), p. 47. 

26 Knox, History of Banking, pp. 807, 765; Preston, Banking in lowa, pp. 61, 62. 

27 Bankers’ Magazine (New York: J. Smith Homans), November 1855, pp. 372-73. 

28 Knox, History of Banking, p. 765. 

29 Preston, Banking in lowa, pp. 67, 68. 

30 Ibid., pp. 83-84; Thorpe, Constitutions, II, 1150. 
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established fifteen), not more than one in a single town, and none in 
towns of less than five hundred persons. The branches were mutually 
responsible for each other’s note liabilities. Circulating notes were 
provided each branch in the ratio of $150 for each $100 of stock, one 
half of which was to be paid up in gold or silver, the metal to be in the 
branch’s actual possession and its bona fide property.** Each branch 
was also under the requirement that it have vault reserves equal to 25 
per cent of its outstanding notes and deposits. Payment of interest on 
deposits was forbidden. Loans were to be for no more than four 
months.” 

The Bank of Iowa, like its sister institution in Indiana, was a system 
of autonomous branches under a head office whose duties were super- 
visory. It could—and it did—take over any branch that was in difficul- 
ties and call on other branches for aid in rehabilitating or liquidating 
it.’ It continued in operation only about seven years, from 1858 to 
1865, when under pressure of federal law it went into liquidation, most 
of its branches becoming national banks. 


V 


Prohibition, which Iowa had undertaken in 1846, had already been 
adopted by Texas in 1845. Arkansas adopted it in 1846, the same year 
as Iowa, California in 1849, and Oregon in 1857. Illinois in 1847 and 
Nevada in 1849 barely missed adopting it. All these interdicts were 
constitutional and absolute: unlike the earlier ones in Indiana, Illinois, 
and Wisconsin, they did not provide that banking might be authorized 
by popular vote. The traditional agrarian terms had become sterner 
than at first, and out in the metalliferous West—California, Oregon, 
and Nevada—they also reflected the proper disdain felt for paper money 
by producers of gold and silver. 

Prohibition was in force in Iowa from 1846 to 1857. In Arkansas it 
continued from 1846 to 1864; in California from 1849 to 1879; and in 
Texas from 1845 to 1904, except for the period 1869 to 1876, when a 
carpetbag constitution permitted banking. Oregon still continues in 
1948 the prohibition embodied in her constitution of 1857, which reads 
as follows: 


Article XI, Section 1. The legislative assembly shall not have the power to 
establish or incorporate any bank, or banking company, or moneyed institution 
whatever; nor shall any bank, company, or institution exist in the state, with the 


31 Knox, History of Banking, pp. 766-68. 
32 Bankers’ Magazine, June 1858, pp. 953-54; Preston, Banking in Iowa, pp. 90-91. 
83 Ibid., p. 85. 
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privilege of making, issuing, or putting in circulation any bill, check, certificate, 
promissory note, or other paper, or the paper of any bank, company, or person, 
to circulate as money.*4 


Yet the Oregon legislature did charter corporations that lent money 
and accepted deposits, and in 1880 the state supreme court decided that 
the prohibition was aimed at note issues and that the existing state 
banks, having no note issues, were validly incorporated notwithstand- 
ing the constitutional provision. In all cases, of course, state prohibitions 
were rendered nugatory by federal legislation authorizing banks to be 
incorporated under national charter in any state and ending the issue 
of notes by any state banks. 


VI 


Despite the experience in Michigan and Wisconsin a few years before, 
free banking again emerged in some states side by side with prohibition 
in others. In 1850 when Indiana revised her constitution, the state bank 
found itself assailed from both sides; on the one, hard-money extremists 
got the state’s retention of stock in the bank forbidden; on the other, 
speculators and promoters got authorization for the legislature to permit 
free banking and also the establishment of a privately owned bank 
with branches, which should supplant the state bank. Under the first 
of these provisions, the legislature in 1853 enacted a free-banking law. 
Within three years, ninety-four banks were established. The state bank, 
while affording the only banking service in Indiana, had provided a 
circulation of $3,500,000; the new banks ran theirs up to $9,500,000.” 

The country was “shingled” with free banks, according to a con- 
temporary. 

One bank was made the basis of another, and that of a third, and that of a 
fourth..... By these cunning operations, three or four banks could be organized 
in four widely separated corners of the state, inaccessible during the winter 


season; and by the use of each other’s bills, at the remotest point, they easily 
managed to keep in circulation a large amount of currency. 


Of the ninety-four organized by the time the free-banking law was 
three years old, the same observer lists fifty-one that failed in that time. 
These, he said, had had no funds to lend, having them all invested in 
state bonds; they had had no deposits; and many of them had had no 


84 Thorpe, Constitutions, V, 3013. 

For information regarding this provision of the Oregon constitution and its judicial interpreta- 
tion I am indebted to Mr. Albert C. Agnew, General Counsel, Federal Reserve Bank of 
San Francisco. 

35 Knox, History of Banking, p. 703. 
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directors. A legislative committee reported of one such bank that it 
opened its doors but twice a week and recommended respectfully that 
“every bank be compelled to have a regular banking office” and to keep 
this office “open a certain number of hours each day.” ** It is said, 
perhaps facetiously but to some point nevertheless, that a firm of 
promoters who made it their “particular study to organize free banks,” 
wrote to a prospective client in Wisconsin in 1857 that out of forty- 
three banks organized in Indiana by a rival firm “forty-one have failed, 
while of those we have got up—twenty-seven—only fourteen have 
failed.” ** 

In 1855 the Indiana law was corrected to require “banks to have 
regular hours for business daily from 10 to 3 o'clock,” to be situated 
in towns of at least one thousand inhabitants, to have at least eleven 
stockholders, with a majority of the stock owned by resident citizens, 
and to have redemption agencies in Indianapolis.** These and other 
changes in the law were ameliorative, but the state’s real relief came 
the hard way from the panic of 1857, in which most of its wildcat banks 
were choked off. 

Meanwhile, the promoters of the new Bank of Indiana were in 
difficulty. Their “corruption and wire-working” had become known 
and set public opinion against them, with the result that they “expe- 
rienced more difficulty in starting the machinery than they anticipated.” 
They contrived a way out, however. They opened negotiations with 
the managers of the old bank, already in liquidation, the latter pur- 
chased the charter, and the business of the old bank was transferred to 
the new one. This was in 1857, the year of the panic. The net result of 
the episode was that the politicians and promoters made some money 
with misuse of their power in the legislature, and the state’s proprietary 
interest in banking ended. Yet, though the new bank was privately 
owned, its organization and policy remained practically the same as 
before. Hugh McCulloch was its president. It had twenty branches. It 
continued as one of the most distinguished and honored financial insti- 
tutions of the country until the national bank law came into effect and 
most of its branches became national banks. Its existence ended in 1865. 

In Illinois, when prohibition of banking failed by one vote in the 
constitutional convention of 1847, a provision was adopted which for- 





36 Bankers’ Magazine, September 1857, pp. 166-67, 170-71. 

37 Hunt’s Merchants’ Magazine, February 1858, p. 261. See the same issue, p. 264, and 
Bankers’ Magazine, August 1859, p. 153, for contemporary descriptions of a free bank in opera- 
tion and of one broken up by the police. 

38 Bankers’ Magazine, September 1857, pp. 173-74. 
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bade the state to participate in banking and required that all banking 
legislation be submitted to the people.*® In 1851 a free-banking law 
fashioned after New York’s was submitted to popular vote and 
approved. Illinois then had an experience with wildcat banks that was 
similar to that in Michigan, Wisconsin, and Indiana but more pro- 
longed and less disruptive—possibly because Illinois was more accus- 
tomed to bad banking and could put up with it. In 1859 Gouge found 
the ratio of specie to liabilities lower in Illinois than in any other state: 
it was less than 4.25 per cent. “The perfection of paper money banking 
consists in dispensing with specie altogether,” said Gouge; “to this pitch 
of excellence the banks of Illinois have not yet arrived, though they 
seem to be in a fair way to attain it.” *° In 1860 there were a hundred 
and ten free banks in the state; in 1864 there were only twenty-three. 
After the National Bank Act was adopted, the state for some time for- 
bade banking other than under national charter.** 

Missouri avoided wildcat banks, but she did modify the state bank’s 
monopoly. By 1857 St. Louis had become the eighth largest city in 
the United States, and its businessmen felt themselves balked by the 
conservative credit policy of the Bank of Missouri, whose cash reserves 
were 37.5 per cent and whose portfolio held mostly bills of exchange. 
In order to permit the establishment of more than one bank, the con- 
stitution was amended, and in 1857 a statute was adopted which 
authorized the incorporation of nine institutions, including ‘a rechar- 
tered and reorganized state bank, in which the state retained an inter- 
est for nearly ten years. Each bank was required to have at least two 
branches; to maintain reserves of gold and silver not less than 33/3 per 
cent of circulation; and to accept for deposit or in payment of debts 
due it only gold, silver, and notes of other specie banks in Missouri.” 

The panic of 1857, which occurred the last of September, interrupted 
the organization of some of the banks the new law authorized and 
threw into suspension most of those that were already open. The terms 
of the law made a bank lose its charter if it remained in suspension 
more than ten days, but this requirement, as universally happened, was 
not enforced. By 1859 all the nine banks authorized by the law were 
in operation, seven having their head offices in St. Louis, one in St. 





39 Thorpe, Constitutions, II, 1006. 

40,William M. Gouge, “The Banks of the United States,” Bankers’ Magazine, July 1859, p. 7. 

41 The constitution of 1870 authorized banking, but not till 1887 was legislation adopted. 
Knox, History of Banking, pp. 725-28; Thorpe, Constitutions, II, 1041. 

42 Cable, Bank of Missouri, pp. 254-55. 
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Joseph, and one in Lexington. These nine banks had, in all, forty-one 
branches in thirty-five towns. The state bank was still the largest and 
had ten branches, the most of any. It continued operations till 1866, 


when the state’s interest was sold, and its offices became national 
banks.” 


VII 


State-controlled banks could be speculative and inflationary, as they 
often were, but those in Indiana, Missouri, and Iowa were very con- 
servative. Like the successful private banks, they followed the orthodox 
short-term commercial banking practice of the earliest American 
banks. The state Bank of Indiana observed the principle, according to 
Hugh McCulloch, that what the community needed was “the means 
for sending its agricultural productions to market” and what the bank 
needed was “prompt paper,” so that it might always be prepared to 
meet its liabilities. By loans to farmers which enabled them to buy 
cattle and hogs to consume their surplus corn, “which loans were taken 
up by bills of exchange drawn against shipments, it greatly stimulated 
and increased production.” “* The bank’s management reported to the 
legislature in 1836 the belief that the products of the state should in 
general “be disposed of within their season” and that it was “unbecom- 
ing an intelligent people” that they should incur obligations that could 
be paid only when high prices were obtainable. * After 1837 credit was 
granted mainly on “bills of exchange based upon produce shipped or 
to be shipped to eastern or southern markets”; and in 1840 the bank’s 
discounts to merchants and “exporters” almost equaled its discounts to 
manufacturers, mechanics, farmers, and all others combined.*® 

Both the Bank of Missouri and the Bank of Iowa followed the same 
short-term practice as the Bank of Indiana. So did the outlaw Wisconsin 
Marine and Fire Insurance Company, which purchased bills drawn 
against “exports” by issuing its certifacates of deposit, and then redeemed 
these certificates either in specie or in drafts on New York. This special- 
ization of the better banks in “the exchange line” was actually used 
against them on the ground that it involved neglect of local borrowers. 
Agrarians themselves, when their sense of logic lapsed, might use it; 


48 Ibid., pp. 265-66, 290-91. 

44 Hugh McCulloch, Men and Measures of Half a Century (New York: Charles Scribner’s 
Sons, 1889), p. 117. 

45 25th Congress, 2d Session, House Document No. 79, p. 788. 

46 McCulloch, Men and Measures, p. 116; 26th Congress, 2d Session, House Document No. 
171; ps 1381. 
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indeed, the eventual apostasy which made them turn inflationist after 
the Civil War may have displayed its early symptoms in these incon- 
sistent criticisms of banks because they would not make long loans. 


Vill 


Unincorporated banks have not left the extensive documented record 
that incorporated banks have, for they were not in politics or in legisla- 
tion and had fewer and less notorious scandals, but they were undoubt- 
edly important. How important they were is indicated by the following 
comment in the June 1843 issue of Hunt’s Merchants’ Magazine. After 
observing that areas comprising six states and two territories, with a 
population exceeding 2,200,000, were “comparatively without banks,” 
the commentator said that the business was “falling into private hands.” 
This was a good thing, he thought. “Private houses have a great advan- 
tage over corporations in the economy, precision, and skill with which 
the business is conducted. They contain within themselves, also, a 
conservative principle which constantly counteracts a tendency to 
overtrading.” They require obligations to be paid when due, they 
restrain credit extensions, and they make the merchant “careful not to 
buy more than he thinks he can sell.” * 

The unchartered banks dealt principally in the discount of bills and of 
bank notes, in exchange, in collections, and in securities. To the extent 
that they made loans, they appear to have done so as brokers, or middle- 
men, with other people’s money: at this time and in the West, they 
were not creators of credit as the chartered banks were. They were 
generally forbidden by law to issue notes and though they sometimes 
disregarded the law or evaded it by issuing drafts which circulated 
much as bank notes did, the volume of these emissions was probably 
small. Their deposit liabilities seem to have been much greater. Never- 
theless, they operated very largely on their own capital. This put them 
at no serious disadvantage, for even the chartered banks depended 
much less upon stockholders for their funds than is now the case. In 
recent years the capital of banks has generally been less than one tenth 


47 Hunt’s Merchants’ Magazine, June 1843, p. 563; also January 1843, p. 79, and April 1843, 
p. 368. See also Henrietta M. Larson, Jay Cooke, Private Banker (Cambridge: Harvard Uni- 
versity Press, 1936), chap. iv, for a description of unchartered banking in this period. 

The cognomen “private” for unchartered banks persisted long after incorporated banks had 
become as private as chartered ones. There was a vestigial reason for this so long as unchartered 
banks were not supervised, but private banking has been prohibited under the provisions of the 
banking acts of 1933 and 1935 unless subject to supervision. In 1940, J. P. Morgan and 
Company, the last great “private” bank, became incorporated under New York laws. 

In 1831 Gallatin spoke of Stephen Girard’s Bank in Philadelphia as the one important 
unchartered bank of issue in the country.—Writings of Gallatin, ed. Adams, III, 264. 
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of their other liabilities, whereas in the first part of the nineteenth 
century capital was about one third; a frequent legislative requirement 
was that circulation not exceed capital more than two and one-half 
times.** Gallatin, taking the returns of more than three hundred banks 
about 1830, could not find one whose loans amounted to ¢hree times its 
capital or its note liabilities to twice its capital. In the year 1948, the 
loans and investments of American banks are eleven times their capital 
(including surplus and other capital accounts) and deposit liabilities 
are thirteen times their capital. There was then more fictitious capital, 
but not enough to alter the fact that bankers counted much less upon 
their liabilities to the public than they now do—counted upon them 
so little, indeed, that the dust raised over the circulation privilege seems 
rather absurd when one considers how much more expansible deposits 
have proved to be than circulation ever was.” 

Besides partnerships and individuals operating as banks without 
corporate charter, there were also corporations without the name of 
banks that were engaged in discounting, sale of exchange, and exten- 
sion of deposit credit. In St. Louis, for example, the insurance com- 
panies and the St. Louis Gas Light Company had very substantial 
deposit liabilities.”” This in effect limited the state bank’s monopoly note 
issue. How important such a limitation was there is no telling, for 
neither in Missouri nor elsewhere is it possible to estimate the amount 
of deposit and other banking business proper performed by other than 
chartered banks. But whatever economic importance deposit credit had 
attained in the West by 1860, say, it still had none forensically, no mat- 
ter what the kind of bank. 

With their eyes on note issue, the agrarians saw clearly that banks 
created money and enlarged the supply of credit. It was commonly 


48 This requirement was based evidently on the unsophisticated supposition that bank capital 
would be paid in specie, and it was intended to assure convertibility. It was in substance what 
we should now call a 40 per cent cash reserve. But in time it came to be realized that no 
dependable relation between a bank’s specie and its capital could be assumed, because bank 
promoters were incorrigible about capitalizing banks with anything but cash, no matter how 
stern the laws were. About 1830, when almost everything else in the economic world was under- 
going revolution, the requirement began to be directed at specie instead of capital, and to be 
expressed as a percentage of the liability, either note or deposit, whose convertibility was to be 
protected. 

49 Writings of Gallatin, ed. Adams, III, 312. It is relevant, I think, that Isaac Bronson, 
though a large stockholder in a bank in Bridgeport and an authority on banking, was mainly 
a private lender. Abraham H. Venit, “Isaac Bronson: His Banking Theory and the Financial 
Controversies of the Jacksonian Period,” THE JourNAL oF Economic History, V' (November 
1945), 201. The greater expansibility of deposits seems to have its basis in psychology and 
custom; depositors evidently have more confidence in banks than notehelders had. 

50 Cable, Bank of Missouri, p. 185. 
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stated that banks “coin money out of paper,” which was something the 
government itself could not do.”* Thanks to the fact that bank liabilities 
were principally in the form of notes issued in the process of lending, 
there was probably a better popular understanding of the fact that banks 
are the main source of the money supply than there ever has been since 
bank liabilities shifted over into deposits.” That shift confused everyone 
and made banking cease to appear obviously creative and inflationary. 
How much easier it was to analyze banking in terms of notes than of 
deposit liabilities is illustrated by the necessity Charles Franklin Dunbar 
was under in 1887 of admonishing economists for the remarkable ease 
with which they continued to ignore deposits as a part of the money 
supply long after it had become by far the most important part.” 

That the agrarians had no objection to deposit banking seems to me 
of little or no significance as to their general purpose. They found it 
obnoxious that banks created money. It happened that they recognized 
that creation only in the issue of notes; had they recognized it in the 
deposit function, had they seen that “every bank is a bank of issue,” 
had they understood that deposit liabilities are created money as much 
as bank notes are, then they must have opposed banks of deposit as 
heartily as banks of circulation. They deliberately intended, to the 
limit of their understanding, to curb the extension of bank credit. And 
their prohibitions and monopolies expressed the will of vigorous major- 
ities, over a wide region, whose people were mostly agricultural and on 
conventional, materialistic grounds should have wanted abundant credit 
as much as anyone. 

Consistently with their reasons for seeking to interdict banking, the 
agrarians sought no alternative to bank credit. They asked for no easy 
money of any sort. They looked for no social benefits from low interest 
rates—they saw no fostering influence in them nor any other blessing 
than the negative one derived from avoiding usury] Andrew Jackson 
was himself a chronic debtor, and debt was for him a misfortune into 
which men were inveigled or forced.. He and his agrarians might 
acknowledge the need or advisability of debt on occasion for the pur- 
chase of land and equipment, but such tolerance did not imply a 
demand for the provision of credit by the government or by any other 





51 Gouge, Short History, Part I, p. 42 

52 The practice of issuing “certificates of deposit” instead of notes, which the Wisconsin 
Marine and Fire Insurance Company followed, showed plainly how deposits derive from loans; 
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53 Charles Franklin Dunbar, Economic Essays (New York: The Macmillan Company, 1904), 
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agency. “The business of lending money is no part of the duty of any 
government, either state or federal.” °* The conviction was that rela- 
tively little credit was needed on the whole and that banks generated a 
spurious demand for it. Their operations led to the distress whence 
arose the clamor from impoverished debtors for relief laws. When funds 
are plentiful, a Virginia congressman had argued in 1811, there arises 
competition among banks to lend; and this “fictitious credit... . will 
expose the farmers and planters to the most serious injury.” He said that 
in Baltimore available bank funds had always exceeded the demand 
by solvent customers, and hence had gone to the accommodation of 
“mere speculators.” °° A Pennsylvania legislative committee in 1821 
observed that before the establishment of banks “in the interior” 
farmers “who possessed credit and character” had no difficulty in bor- 
rowing on their simple bond. “Embarrassments and failures, in those 
days, were scarcely known among our husbandmen, and society moved 
on by a regular, sure, and happy march.” In the cities, on the contrary, 
“where loans have been made chiefly by incorporated banks,” bank- 
ruptcies occurred regularly. Were credit confined to legitimate demand, 
“banking long since would have been abandoned as an unprofitable 
trade.” °° These views were supported by a belief held by others than 
agrarians that agricultural yields were scarcely adequate to meet interest 
charges and to retire principal. “The profits of agriculture are so 
moderate,” Gallatin wrote in 1831, “at least in the Middle States, and 
the returns so slow, that even loans on mortgages are rarely useful.” ** 
And he indicated that in the West the ability to discharge agricultural 
indebtedness would be still less. 

Bank issues were the direct object of attack because paper money was 
issued in no other form; in principle the agrarian repugnance to gov- 
ernment issues was quite as great. According to Gouge, such issues 
would encourage “extravagance in public expenditures in even the 
best of times, would prevent the placing of the fiscal concerns of the 
country on a proper basis, and would cause various evils.” °° In 1837 
when the Treasury found itself absolutely strapped as the result of a 
unique combination of circumstances—the federal debt having been 


54 Gouge, Short History, Part Il, p. 138 
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paid off in full, the federal surplus being in process of distribution to 
the states, payment for public lands being required in specie, and 
specie payments being universally suspended—the Jacksonians were 
galled by the ineluctable necessity of issuing Treasury notes. These notes 
bore interest, they were not legal tender, and they were redeemable in 
a year; yet it hurt the agrarian conscience to use them. Over half the 
amount authorized was redeemed before the full amount was issued, 
and Secretary Woodbury, of the Treasury, emphasized the fact that the 
amount used was less than the amount due the Treasury from sus- 
pended banks.”® Half a century later, when the Supreme Court 
announced that the Constitution empowered Congress to issue paper 
money and make it legal tender, the venerable George Bancroft, who 
had been one of the numerous intellectuals among the Jacksonians, 
was shocked. “Our federal Constitution,” he declared, “was designed 
to end forever the emission of bills of credit as legal tender in payment 
of debts, alike by the individual states and the United States.” 


IX 


Notwithstanding the striking antithesis between the hard-money 
doctrine of the Jacksonian agrarians in the first half of the century and 
the easy-money doctrine of the Populist agrarians in the second half, 
there is a basic consistency between the two. For though the Populists 
were apostates from hard money, they remained Jacksonian at heart. 
The béte noire of both parties was the “money power,” which they 
identified with the issue of paper currency by banks; the Jacksonians 
would have substituted coin for bank issues, the Populists would have 
substituted greenbacks. The Populist acceptance of paper money 
sprang, I think, from a changed attitude toward governmental powers. 
The Jacksonian agrarians had linked general welfare with a minimum 
of central authority, and it was no part of their creed that the govern- 
ment could or should give monetary value to something that did not 
possess it intrinsically. But the Populists, imbued with a new sense of 
nationalism, associated the general welfare with a strong central 
authority through which the sovereignty of the people was exercised 
constructively as well as defensively, and they concluded in particular 
that the government was a source of monetary value. The social and 
economic ends sought by the agrarians remained the same for the 

59 John Jay Knox, United States Notes (New York: Charles Scribner’s Sons, 1899), pp. 41-46. 
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Populists as for the Jacksonians, but the means to those ends became- 
quite different. 

A circumstance that seems to have facilitated this change was the 
government’s wartime recourse to United States notes and to national 
bank notes simultaneously. In issuing United States notes, the govern- 
ment was using its credit and authority to provide a means of payment 
practically without cost. In issuing bonds which the banks were 
authorized to monetize in the form of circulating notes, it was allowing 
the banks to create their own money, which they could use to pay for 
the bonds or to lend, and it was paying them interest on the bonds 
besides. In the agrarians’ eyes this was a crime of the money power and 
of its legislative minions as monstrous as that which Andrew Jackson 
had resisted when he destroyed the Bank of the United States thirty 
years before. The simultaneous use of United States notes and national 
bank notes, wrote the greenback apostle, Alexander Campbell, in 1864, 
had given the people an opportunity to contrast the two systems, and 
the difference was so great that it was hardly possible, he thought, that 
they would ever consent to accept a bank currency under any system. 
“It is to be devoutly hoped that the day is not distant when we shall 
have a currency strictly national, in which all shall be alike interested, 
and which shall be under the direct control of the sovereign people, and 
when the very name of a bank note shall become the synonym of 
deception and fraud.” © 

But the conversion of the agrarians to a belief in paper money in the 
form of greenbacks did not at once make them believers also in abun- 
dant and easy credit. That belief attached itself to them later when long 
exposure to the entrepreneurial spirit had at last overcome them; with 
the result that though the farmer of 1895 was not what was generally 
called a businessman, his occupation had become so shot full of entre- 
preneurial ideas that he must have seemed to the agrarian of 1835 a 
hopeless renegade. He had come to crave credit and to regard monetary 
policy not alone as a means of curbing the money power but as a means 
of providing him cheap and abundant funds from a source—a political 
source—which he could himself control. 

In differing from the hard-money tenets of Jackson’s day, the easy- 
money tenets of the Populists differed as much from those of still earlier 
generations of agrarians. In the seventeenth and eighteenth centuries 
the demand for paper money was not peculiarly agrarian nor radical 


®1 Alexander Campbell, The True American System of Finance (Chicago: Evening Journal 


Book and Job Print, 1864), p. 17. 











22 Bray Hammond 





in any sense. Benjamin Franklin defended paper money not as an 
agrarian but as a man of property. Arthur M. Schlesinger in his 
Colonial Merchants and the American Revolution mentions in several 
passages the mercantile advocacy of paper money in Colonial days.” 
Joseph Dorfman emphasizes still more explicitly the fact that advocacy 
of paper money was not agrarian. “Contrary to the tradition that his- 
torians have perpetuated,” he says, “a critical analysis of the con- 
temporary literature indicates that the proponents as well as the critics 
were not poor debtors or agrarians but, for the most part, officials, 
ministers, merchants, and men of substance and learning in general.” °° 

I think the tradition that the Colonial demand for paper money 
was agrarian and that Colonial paper-money experience was wholly 
bad comes about because the standard accounts of such experiences are 
polemic, having been written half a century ago in the struggle to 
defend the gold standard from greenbacks and free silver. Their authors 
were crusaders. In such circumstances, there was no occasion to talk 
about successful experiences with paper money—all attention was 
thrown on the unsuccessful, which included not only Colonial paper 
issues, but continental bills and French assignats. The sound-money 
reformers of 1900—Horace White, C. J. Bullock, M. S. Wildman, and 
others, the success of whose efforts one may feel thankful for without 
conniving at their noble bias—cited the same precedents in combating 
the inflationary program of contemporary agrarians that the earlier 
agrarians had cited against banking.** The implication common in the 
views of both the Jacksonian agrarians and the sound-money reformers 
of 1900 is that all paper emissions, Colonial or otherwise, have been 
disastrous. This is too sweeping. The Colonial emissions, as Gallatin 
said, were “in many instances useful” “°—particularly in New Jersey, 
Pennsylvania, Delaware, and Maryland, where their primary purpose 
seems not to have been to provide the government with funds but to 
provide the economy with a medium of exchange impossible for it 
to maintain adequately in gold and silver. And whether good or bad, 
they were not typically agrarian. 


62 Arthur M. Schlesinger, Colonial Merchants and the American Revolution, 1763-1776 
(New York: Facsimile Library, Inc., 1939), pp. 56, 83, 89-90, 224, 243-44. 

63 Joseph Dorfman, The Economic Mind in American Civilization (New York: Viking Press, 
Inc., 1946), I, 93, 142. 

64 Horace White, Money and Banking (1st ed.; Boston: Ginn and Company, 1895); Charles 
J. Bullock, Essays on the Monetary History of the United States (New York: The Macmillan 
Company, 1900); Murray S. Wildman, Money Inflation in the United States (New York: G. P. 
Putnam’s Sons, 1905). 

65 Writings of Gallatin, ed. Adams, III, 317. 
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But because the contemporary championship of greenbacks and free 
silver was agrarian, the sound-money reformers of 1900 seem to have 
identified all earlier easy-money ventures with agrarianism. Charles J. 
Bullock affirmed that “a strong movement in favor of cheap money 
has existed continuously in this country from the earliest period”; that 
“the persistence of such an agitation has been due, more than to any 
other single cause, to the constant spread of settlements westward”; 
that “with the growth of numbers, the rise of manufacturing and com- 
mercial industries, and the increase of wealth, the desire for a cheap 
currency has gradually diminished”; but that “this has no sooner taken 
place in the more populous states than the old phenomena have reap- 
peared in the newly settled districts, while any localities that have 
remained sparsely peopled and devoted chiefly to agricultural pursuits 
have always furnished a favorable field for the old propaganda.” © 
This is a clear statement of what has become the established, conven- 
tional view. Yet it is out of accord with the fact that Colonial and 
Revolutionary paper currencies were not products of agrarian effort; 
that the Jacksonian agrarians were fanatically opposed to paper cur- 
rency, whether issued by banks or by government; that, so far from 
demanding easy money as they spread westward, the agrarians 
restricted banks and bank currency to the point of prohibition; and 
that the eventual multiplicity of banks and abundance of bank credit 
were directly a result of the aggressive and persistent demand of enter- 
prisers and speculators, whom the agrarians fought tooth and nail. The 
conventional theory of agrarian predilection for easy money is pertinent 
therefore, in the United States, only to a relatively late period. 


X 


It is paradoxical that the laissez faire with which free enterprise 
eventually displaced the earlier restraints on bank credit did not come 
about by the repeal of laws but by the enactment of new ones. It took 
the presence of statutes rather than their absence to make banking free 
and credit unrestricted. In a country whose economic history is indis- 
soluble from its legislative history, banking did not begin, the way it did 
in England, as a form of wholly private business, but as a semipublic 
business authorized by the state. It continued to be that and to be subject 
to legal prescriptions and proscriptions governing the form of organiza- 
tion, the subscription for stock, the kinds of loans that should be made, 


86 Bullock, Essays, pp. 1-2. 
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where banks were to have their offices, what their hours should be, 
how they should issue notes, how and when they should redeem them, 
what reserves they should maintain, what interest they should charge, 
and so on. Restraining laws very generally forbade note issue except by 
corporations formed for the purpose, and the tradition of restraint 
became so fixed that, when laissez faire embraced banking, it sought no 
greater freedom than that of establishing as many incorporated banks 
as possible. Though banking was to become a business “open to all,” 
the laws, the authorities, and the rules governing it continued to pro- 
liferate. And the privilege of banking without corporate charter and 
without statutory restraints became more and more neglected. 

The antibank, hard-money program of the Western agrarians was 
full of mistakes, but it nevertheless produced, in Indiana, Missouri, and 
Iowa, some of the best banking in American history—restrained, con- 
servative, and untouched by the enthusiastic belief that credit was the 
font of every blessing. It is noteworthy, moreover, that its leading banks 
won distinction not as governmental institutions but simply as banks. 
They met, that is, the standards of private business at its best. But they 
were under a double limitation: first because the states which estab- 
lished them were neither absolute sovereignties nor independent econ- 
omies, and second because their purpose, as already mentioned, was 
ecologically hopeless. Yet, while they flourished—from about 1835 to 
1865—they were more typical of the West than were the wildcat banks 
hiding in the woods. The latter, however, have been generally taken as 
the more typical, being in accord with picturesque notions of frontier 
life and also with the conventional view that agrarians developing a 
new region will put the sources of credit under a strain. Thus, fancy 
and theory have gone hand in hand to exaggerate the wildcat banks’ 
importance. Moreover, since the West throve and since it had bad 
banking, the conclusion has even been reached that it throve on bad 
banking and that, therefore, any sort of banking is better for a growing 
region than no banking. 

As for the contribution of wildcat banking, the facts are that it was 
episodic and not typical, as I have just said, and provided a market for 
state bonds but little or no commercial or agricultural credit. What the 
central states of the upper Mississippi Valley really throve on for several 
decades before the Civil War was a highly restricted system of banking. 
Bank credit wisely extended was profoundly useful to them. When the 
volume of credit was insufficient, the pioneers were at a disadvantage 
in producing and marketing their crops—but not so much so as when 
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credit was overextended, when indebtedness was created on the basis 
of inflated prices, and when the means of payment were of false or 
uncertain value. In these circumstances banking impoverished some 
persons while enriching others. It stimulated a feverish creation of 
wealth and then its destruction. So, although the people of Iowa were 
better off with a state monopoly than with banking prohibited, because 
they then had a supply of sounder money, yet even with it prohibited 
they were better off than the people of Michigan, Wisconsin, Indiana, 
and Illinois were with banking free. And I also think that Iowa was 
better off in 1850 with no banks than she was seventy-five years later 
when she had about sixteen hundred of them, and more than twelve 
hundred were to fail in less than ten years.* 


Somerset, Chevy Chase, Maryland Bray HAMMOND 


67 In 1850, the governor of Iowa said that the growth and prosperity of the new state were 
largely due to its having no banks of issue.—Preston, Banking in lowa, p. 70. And in 1858 
Arkansas ascribed her avoidance of the panic to her freedom from banks.—Bankers’ Magazine, 
January 1859, p. 586; Sumner, History of Banking, p. 453. 

68 Banking and Monetary Statistics (Washington: Board of Governors of the Federal Reserve 
System, 1943), pp. 26, 284. 











In Praise of Medieval Tinkers* 


HE subject of technology, it has long been agreed, is of vital inter- 

est to the economic historian,’ as well as to the historian of science.” 
In the latter connection my ignorance is such that I can do no more 
than make a few hesitant observations, largely inspired by a very 
competent adviser.* In the former connection I should presumably 
speak with greater assurance, because my own research for a good 
many years has been concerned with medieval society. But with regard 
to the difficult problem of technological advance and its significance, 
I must confess that I can ask many more questions than I can answer— 
as will be seen from what follows. Such questions must be faced by 
anyone who considers history more than an antiquarian hobby. For 
what phase of historical investigation can be more important than the 
development of the industrial society in which we live? Precisely where 
it is taking mankind nobody knows. We historians—medievalists and 
others—must at least remark its novelty and try better to understand it 
by explaining its origins. 

For the sake of our study, it is really too bad that we can no longer 
accept the easy formula of an Italian Renaissance. Hardly any reader of 
this journal, I am sure, would care to defend the thesis of John Adding- 
ton Symonds that the great scientific and technological progress of 
westerng-Europe in the sixteenth and seventeenth centuries resulted 
from thg-tediscovery by Italian humanists of Greek and Latin classics.’ 

vs 


* A paper read before the History of Science Society at Cleveland, Ohio, on December 27, 
1947, has provided the substance of the following article. Since it is intended to be a somewhat 
informal discussion rather than a scholarly essay, footnote references have been reduced to a 
minimum except on a few questions where fuller information has seemed desirable. The title 
was inspired by the remark of an eminent colleague, now deceased: that, to his mind, an 
inventor was a tinker rather than a scientist. 

1See especially the admirable book by A. P. Usher, A History of Mechanical Inventions 
(New York: McGraw-Hill Book Company, 1929). 

2 The case has been well stated by Lynn White in his recent article, “Natural Science and 
Naturalistic Art in the Middle Ages,” American Historical Review, LII (1947), 421 ff. For 
reasons stated below, I recommend the synthesis of J. G. Crowther, The Social Relations of 
Science (New York: The Macmillan Company, 1941), to that presented in any of the other 
works cited by Lynn White, p. 422, n. 4. 

3 My present colleague, Henry Guerlac, professor of the history of science, would have been 
named co-author of this article except for the fact that he asked me to read the paper on which 
it is based. I therefore have to assume full responsibility for the opinions here expressed. Never- 
theless, he and I have been equally excited by the Montecassino miniatures which one of our 
graduate students happened to draw from the obscure depths of the Cornell University Library. 
And he has actively collaborated in all I have written on the subject of technology, during 
either the past year or those preceding. 

* Renaissance in Italy (London, 1875-81). 
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However fine their aesthetic sensibilities, the humanists could introduce 
western Europeans to very few ancient writings of scientific importance. 
Most of those writings had already been made available in Latin trans- 
lation some hundreds of years earlier; and the influence of the little 
which had then been overlooked assuredly fell short of the revolution- 
ary. Besides, how could any number of classic authors teach the Western 
world about a mechanized industry of which they knew nothing? We 
may call our age one of applied science and yet be certain that it was 
not created by “modern” scientists who merely applied the book 
learning of the ancients. Rather, I am convinced, it somehow developed 
from the experience of men during the centuries we have come to call 
medieval. 

What factor in that experience made it so peculiar, provided the 
germ from which was to spring such unprecedented growth? Various 
answers are at least possible. The Romanist school of the early nine- 
teenth century may still have disciples who would attribute everything 
worth while in medieval Europe to the persistence of an imperial tradi- 
tion. And in the present connection the Germanists could have little to 
say; technological superiority is one thing that has never been ascribed 
to the noble Teuton from the north woods. For reasons to be stated, 
however, I think we must rule out any claim from the former, as well 
as from the latter, of these schools. The church, of course, will always 
bring forward eloquent advocates to argue that the inspiration for 
modern progress can be found in the teaching of Christ—as they 
understand it. Yet most scholars will agree that the early medieval 
church generally opposed any change in the established order. What- 
ever the true implication of Christianity, the men who then officially 
interpreted it can hardly be accused of, or credited with, any kind of 
economic revolution. 

Force is thus lent to the suggestion that a decisive influence upon 
the West was exerted from the Byzantine or Moslem dominions—from 
either or from both. But here we are left bewildered by standard his- 
tories which venture only the most perfunctory remarks about tech- 
nology and its social implications.” We know that the Arabs learned 
much from the Greeks, as well as from Oriental peoples; and that the 
culture of the Greeks continued to be affected by the culture of their 
Asiatic neighbors. We do not know precisely what the Greeks and 


5 This remark applies rather to well-known books on the Byzantine Empire than to P. K. 
Hitti’s History of the Arabs (New York: The Macmillan Company, 1940). Yet our information 
about the technological contributions of the Moslems remains woefully inadequate. 
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Arabs thus learned, how they separately developed it, or how their ulti- 
mate knowledge was transmitted to Italy, France, Germany, and the 
British Isles. Nor can we readily understand how, if their own societies 
were doomed to stagnation, they could have contributed vital impulses 
to foreign societies. 

There remains then the possibility that the solution to the problem 
stated above must be sought in the peculiar development of Western 




















society itself. As a pupil of Henri Pirenne, I have come to prefer his- 
torical explanations based on economic fact—so far as it may now be 
determined—to those earlier advanced by specialists in law or literature. 
Of recent years a good many writers have been inclined to attribute the 
origin of our contemporary civilization to the emergence of “capital- 
ism” @ la Werner Sombart “—whether or not that is identified with 
“Protestantism” @ la Max Weber.’ But the result is merely to provide 


6 Der moderne Kapitalismus (Leipzig, 1902). 
* Die protestantische Ethik und der Geist des Kapitalismus (Tubingen, 1934). 
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another arbitrary definition for the “Renaissance” of the sixteenth cen- 
tury—and thus to enrage all good medievalists! I have no beautiful new 
thesis to propound. I can merely join with others in describing as very 
significant the commercial development of western Europe in the 
eleventh and twelfth centuries.” It was unprecedented because it pro- 
duced a bourgeois class such as the Roman Empire had never seen, and 
because it eventually brought about the emancipation of the rural 
masses that made possible our modern nations. Will some reader of this 
journal, a better economist than I can ever be, please try to advance the 






































argument from here on? All I really pretend to do in these pages is, 
like my friend Lynn White,’ to report some of my own queries 
about medieval technology in the hope that interested scholars will 
co-operate in studying its relationship to social and intellectual progress. 

Once upon a time somebody tried to substitute the term “Middle 
Age” for the accepted “Middle Ages.” I am glad he attracted few 
disciples; for, in my opinion, the thousand years that extended from 
the fifth to the fifteenth century must, so far as western Europe is con- 


8 See Lynn White, in American Historical Review, LII, 422-23; Crowther, Social Relations 
of Science, pp. 106-240. By way of contrast, J. D. Bernal, The Social Functions of Science 
(London: Macmillan and Company, 1939), pp. 18-19, devotes.one paragraph to the medieval 
period, describing it as characterized by a “static society.” Edgar Zilsel’s article, ‘““The Sociological 
Roots of Science,” American Journal of Sociology, XLVII (1942), 544 ff., contains a fine 
appreciation of artist-engineers; but it is hard to forgive his statement that “the first of them is 
Brunelleschi.” Had he never heard of Villard de Honnecourt? 

® “Technology and Invention in the Middle Ages,” Speculum, XV (1940), 141 ff. 
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cerned, be held to constitute two distinct ages. The first was essentially 
an age of decay, in which not only the Roman Empire but most of its 
civilization disappeared. The second was essentially an age of progress, 
in which western European society greatly surpassed the Roman 
standard—began, in fact, an advance that has continued, with no more 
than slight interruption, down to the present. In thus distinguishing 
two ages, it must be remembered, I am not considering the Greek and 
Moslem worlds. What I have to say about technology and related 
subjects applies merely to the Latin world: that part of Europe which 
was contained in the Carolingian Empire, together with the British 
Isles and Scandinavia. 

Even during the height of the Roman Empire, I agree with Ferdi- 
nand Lot,’ the West had been relatively poor and thinly populated. Its 
apparent wealth had come through exploitation of the East, which 
included the great centers of industrial production and maritime com- 


10 La Fin du monde antique et le début du moyen dge (Paris, 1927). 
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merce. Deprived of that support by political isolation, the West 
relapsed into an almost purely agrarian economy. The result was not 
only the decay of learning that is known to every student of Latin 
literature but also the virtual disappearance of all technical skills not 
actually needed to maintain existence. Agriculture, of course, continued 
to flourish; and carpentry, with the hand tools of antiquity, remained 
essential. Meanwhile, however, construction in stone, brick, and con- 
crete tended to be forgotten, along with the classic science of fortifica- 























tion and siegecraft. Besides, the decline of commerce brought the loss 
of much that had been common knowledge among traders, including 
apparently the use of the abacus. For, to keep accounts on the manor or 
even in the baronial household, one had merely to know how to 
count.” 


11 Lynn White, in Speculum, XV, 151-52, 154-55, suggests that “the sudden upswing of 
European vitality after the year 1000” can be attributed to an increase of agricultural produc- 
tion. This is a determining factor in human life which I can understand much better than such 
a mystic influence as belief in the approaching end of the world was once held to have created. 
Also, I think, it must be admitted that the extension of the three-field system, the wider use of 
the wheeled plow, and the substitution of the horse for the ox in traction, all contributed to the 
increase of agricultural production. Yet we have to acknowledge that the wheeled plow was 
known to the Romans, that the antiquity of the three-field system is still disputed, and that 
oxen were regularly used for plowing until at least the fifteenth century. How, by combining 
these facts, can we explain a “sudden upswing” in the eleventh century? 

12] thus disagree with Lynn White when he says (“Technology and Invention,” Speculum, 
XV, 143) that “technology knows neither chronological nor geographic frontiers.” So far as 
siegecraft is concerned (cf. his remarks on p. 150), F. Lammert, in Klio, XXXI (1938), 389 ff., 
does prove that knowledge of the Roman technique persisted throughout the medieval period; 
but only in the Byzantine Empire, as sharply distinguished from the feudal West. And before I 
believe that the Vikings actually used “elaborate and powerful artillery” before the walls of 
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In the progressive degradation of Western culture a bright interval 
toward the close of the eighth century has come to be hailed by scholars 
as the Carolingian Renaissance. On careful scrutiny the term seems a 
bit grandiose. Charlemagne’s empire was at best a sorry imitation 
of the Roman state; his revival of learning a moderately successful 
extension on the Continent of an educational system already established 
in the British Isles. The Latin world remained isolated and enjoyed 
no thorough economic recovery. Yet, under the Carolingian house, the 



































military pre-eminence of the Franks was recognized from the Pyrenees 
to the Elbe, and it by no means disappeared with the breakup of the 
Carolingian Empire. On what did it rest? As I have suggested in pre- 
vious writings,’ it may possibly be attributed to the importation—I 
know not when or how—of a breed of big horses from the East. For 
the Franks unquestionably revolutionized Western warfare by intro- 





Paris in 886, I demand a better authority than Abbo of Saint-Germain—see the recent edition 
and translation by H. Waquet in Les Classiques de l’histoire de France au moyen dge, Vol. XX, 
(Paris, 1942). Abbo is known to have been a pedant who, refusing to say anything simply, 
delighted in preposterous Latin and pseudo-Greek. He obviously sought to write an epic about a 
siege comparable to one in antiquity. Can we take him seriously when he fills the air over 
Paris with bolts and stones hurled by catapults and ballistae? Even the conservative Waquet 
admits (p. 23, n. 2) that, with regard to classic siegecraft, ““Abbon . .. . ne montre pas 
une connaissance bien nette.” Prolonged research has definitely shown that, throughout the 
age of the Viking invasions and for hundreds of years thereafter, ordinary fortification in 
western Europe consisted of wooden palisades and earthen ramparts. Could they have success- 
fully withstood attack by armies—whether of Vikings or of others—trained in Roman siegecraft 
and equipped with the appropriate engines? I find that hard to believe. 

13 Mediaeval Feudalism (Ithaca: Cornell University Press, 1942), pp. 40-43; “Feudalism and 
Its Antecedents in England,” American Historical Review, XLVIII (1943), 259-60. For recent 
comment, see Annales: Economies, Sociétés, Civilisations, 11 (1947), 240-41. 
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ducing the knight, a heavy-armed warrior who, like the Byzantine 
cataphract, fought on horseback. And since the Carolingians could not 
pay their knights in cash, they perforce invented feudal tenure—a 
device by which vassals supplied knight service in return for grants of 
landed estates. In other words, the whole development of feudalism 
can be explained as resulting from an improvement in the technique of 





















































warfare. And if I wanted to stretch a thesis to the breaking point, I 
would argue that the rapid feudalization of western Europe in the 
ninth and tenth centuries was largely responsible for the political 
stability that in turn made possible a new age of economic prosperity. 
In the present connection, however, I merely urge that here is some- 
thing that should not be wholly ignored, and pass on to more familiar 
aspects of medieval technology. 

Anyone who has tried to investigate this subject will know that the 
pertinent sources are very few. Chroniclers, like official records, give us 
almost no information about the details of everyday life; they were too 
well known to need reporting. Archaeological evidence is very scanty 
because most of what was then in common use has long since turned 
to dust. Contemporary pictures are therefore essential to our study; but 











34 Carl Stephenson 





they are likely to be conventional illuminations added to some manu- 
script by monks who remained devoted to the allegorical traditions of 
Byzantine art. Even when the artist looked to the world about him for 
illustrations of the text in hand, his originality has generally escaped 
remark by historians of painting and iconography, whose principal 
interests have been restricted to the aesthetics of design, religious sym- 
bolism, barbarian influence, and the like. So it has been left to students 
of technology, mere freshmen in the school of historical research, to 
point out unrecognized landmarks in many familiar scenes. 


























It was therefore exciting to find in the Cornell Library a publication, 
now over fifty years old, which pictures in vivid detail the technology 
of the early eleventh century; and which, despite its age, has remained 
almost unnoticed by historians of science or of society. It is a litho- 
graphic reproduction in color of miniatures from a Montecassino 
manuscript dating from the year 1023..* The work which was then 


14 Miniature sacre e profane dell’anno 1023 illustranti V’enciclopedia medioevale di Rabano 
Mauro, ed. A. M. Amelli (Montecassino, 1896). So far as I have been able to discover, almost 
none of these miniatures have been even referred to in standard works on medieval technology. 
Only one of them, that of a man eating with a fork, is reproduced in F. M. Feldhaus, Die 
Technik der Vorzeit, der geschichtlichen Zeit und der Naturvélker (Leipzig, 1914), p. 348; 
under “Gabel.” For the one representing a loom, see below, n. 21. Thus, very naturally, 
arises the question whether various other contemporary manuscripts do not contain similar 
material. I can only say that, in the brief time at my disposal, I have failed to hear of any. 
From the later Middle Ages, of course, we have a wealth of miniatures illustrating almost 
every phase of human activity; but from the early eleventh century—two generations before the 
Bayeux tapestry—nothing to equal those of Montecassino. Even they are not reproduced in 
such fine books as Paolo d’Ancona, L’uomo e le sue opere (Florence, 1923), and Paul Brandt, 
Schaffende Arbeit und bildene Kunst (Leipzig, 1927-28). The works which do reproduce some 
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copied and illustrated is the well-known encyclopedia of Rabanus 
Mautrus, entitled De Universo or, more properly, De Rerum Naturis.”° 
Being largely cribbed from Isidore’s Etymologiae, the book itself is of 
interest here only because it contained scraps of information about 
almost everything, and so offered a wide choice of subjects to the 
monkish illuminator.*® Precisely who the latter was we do not know. 
In all probability, he took as his model a Carolingian original at Fulda, 
or a copy of it, and in the main reproduced a set of existing illustrations. 
But that he occasionally made additions or modifications to suit his 
own taste seems obvious from the result.’ Although the great majority 
of these Montecassino miniatures repeat the symbolic designs of 
established convention, a few give us surprising glimpses of con- 
temporary life—scenes for which the anonymous artist must have 
depended upon for his own observation. To the student of medieval 





of these Montecassino miniatures are primarily concerned with the traditional art of the 
early medieval period and therefore omit the less conventional pictures (see below, n. 17). All 
interested in the field of technology are urged to make a more careful search than I have been 
able to do. Who knows what might be discovered? 

15 For its general character and content, see M. L. W. Laistner, Thought and Letters in 
Western Europe, A.D. 500-900 (London: Methuen and Company, Ltd., 1931), p. 176. 

16 Of the 168 miniatures in the original, Amelli left out 45 in his edition: principally those 
representing beasts, birds, fish, snakes, worms, insects, metals, precious stones, plants, and trees. 
See his Introduction, pp. xiv-xvi. 

17 Two excellent studies (independent except for a note in the latter) have dealt with this 
manuscript and its miniatures: Adolph Goldschmidt, “Friihmittelalterliche illustrierte Enzyklo- 
padien,” Vortrige der Bibliothek Warburg, Ill (Berlin, 1926), 215 ff.; and Paul Lehmann, 
“Fuldaer Studien,” Sitzungsberichte der philosophisch-philologischen und der historischen 
Klasse der bayerischen Akademie der Wissenschaften (Munich, 1927), pp. 13 ff. Lehmann, 
without reproducing any of the relevant pictures, compares the Montecassino miniatures with 
those in a German manuscript of the same work dating from the fifteenth century. He 
believes that both sets, though to some extent reflecting the age in which they were made, 
must in general have been inspired by an illuminated manuscript originally composed at Fulda 
in the eighth century, but now lost. Goldschmidt, without referring to the fifteenth-century 
manuscript of Rabanus, arrives at much the same conclusion. He points out that in many 
ways the work of the Montecassino artist is reminiscent of Carolingian, or even of classic, 
design. He assuredly copied many pictures from those of an earlier codex. Besides, since 
Isidore’s encyclopedia served as a model for that of Rabanus, it is quite possible that illus- 
trations used for the former would have reappeared in the latter. Yet to the best of his 
knowledge, says Goldschmidt, there is no extant manuscript of Isidore’s work to verify such 
an opinion. Being primarily interested in conjectures of this kind, he reproduces some of the 
Montecassino miniatures that clearly preserve ancient tradition; none of those in which the 
originality of the eleventh-century painter was, as he remarks, deutlich sichtbar. In this same 
connection, cf. E. Panofsky and F. Saxl, in Metropolitan Museum Studies, IV (1932), 2503 
J. C. Webster, The Labors of the Months (Princeton: Princeton University Press, 1938); K. 
Weitzmann, Illustrations in Roll and Codex (Princeton: Princeton University Press, 1947). 
For valuable assistance in making the brief comparison indicated here and above, n. 7 Fs | 
wish to thank Professor George Hanfmann of Harvard University and Mr. Felix Reichmann 
of the Cornell University Library. 
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society, his pictures are especially remarkable, not because they beauti- 
fully depict the sacred allegories of the church, but because they, rather 
less beautifully, depict the age of simple tools that preceded the great 
mechanical advance of the eleventh and twelfth centuries. 

For instance, note how our artist illustrates the title De linguis 
gentium (Fig. 1).’* Following tradition, he portrays the building of 
the Tower of Babel. Yet he is not satisfied with the ordinary Carolin- 
gian drawing of masonry construction, wherein robed figures swing 
axes to hew blocks of stone which are then lifted, like so many chips, 
to other robed figures perched on precarious walls. Instead he shows us 
a mason standing on a well-built scaffold and scraping mortar from a 
hod with a trowel, while other men carry similar hods of mortar up a 
perfectly sound ladder. Our artist, to be sure, does not show us how 
the stone was cut; but I imagine he knew better than that an axe would 
suffice. For he does show us (Fig. II) how marble can be sawed into 
strips with the good old bucksaw—the same tool that is used for sawing 
wood in another picture.’® Over and again he reveals familiarity with 
handicrafts. From his drawings, however crude, one may easily see how 
chairs, tables, beds, chests, doors, tents, fences, rustic buildings, and the 
like were actually put together.” To illustrate women’s activity 
(De geneceo), he gives us a very nice picture of spinning and weaving 
(Fig. III)—though the absence of detail on the loom makes us suspect 
that he did not know how it worked.” 

From the illustration under the title De bellis (Fig. IV), we may 
likewise conclude that our artist was not very familiar with warfare; 
for he utterly fails to make his battle scene convincing. He does, never- 
theless, provide interesting details of arms, armor, and harness which 
experts on those subjects might do well to examine.” So far as civil cos- 
tume is concerned, his representation is distinctly uninspired, except 


18 Amelli, Plate CXIII. 

19 Amelli, Plates CXIX, XCV. The marble pictured as being sawed is presumably Italian 
travertine, which is quite soft when first taken from the ground. 

20 See esp. Amelli, Plates XXIII, XL, LXXX, LXXXII, XC, XCVII, XCIX. 

21 Amelli, Plate XCVI. This particular miniature somehow came to be reproduced in The 
Encyclopedia Britannica, 11th ed., XXVI, 404, under “Tapestry”; but has, of course, been 
omitted from the latest edition. Although the artist gives us a clear representation of a 
vertical frame, with movable bars to hold the warp, he does not show how the woman actually 
makes cloth. 

22 Amelli, Plate CXXVIII; cf. CV (De paganis). In the latter, mounted men seem to wear 
cloth hoods and shirts (with colored borders); in the former, the hoods and shirts are solid 
blue, which may be taken to represent mail. Otherwise, the warriors in both pictures have 
similar equipment, including red shields. And their horses are identically fitted, except that 
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perhaps for the ceremonial crowns he places on the heads of a bride and 
groom and on those of certain banqueting gentlemen.”* Although he 
follows convention in depicting the seasons of the year with sickle, 
pruning hook, and hoe, his plow (Fig. V) deserves special attention 
because it was what the Italians, like the Romans before them, were 
still using in the eleventh century.** From the many other miniatures 
in the Montecassino manuscript, five have been chosen for reproduction 
here: De ponderibus (Fig. V1), a realistic picture of a balance and a 
steelyard;”” De vitro (Fig. VII), an at least credible picture of a glass 
blower and his furnace;** De puteo (Fig. VIII), a picture of a woman 
drawing water by means of a very primitive pulley, a rope thrown 
over a cylinder on a stick;** De vehiculis (Fig. IX) and De curru (Fig. 
X), pictures of a four-wheeled wagon drawn by oxen and a two- 
wheeled cart drawn by horses.”* It is significant that oxen pull the 
heavy wagon, horses the light cart. In the latter case, the system of 
hitching is what Lefebvre des Noéttes calls l’attelage antique; there are 
no traces, and the team supplies traction by means of collars attached 
toa yoke at the end of the shaft. The peculiar aspect of the wheels may 
also be significant, for our artist was extraordinarily careful when deal- 
ing with construction in wood. The drawing may be intended to repre- 
sent spokes solidly attached to the axle, not to a hub revolving on it. In 
none of these miniatures, it should be remarked, do we find a machine, 
technically defined. 

Turning now to the later age, I should like to consider it in retro- 
spect. We have long known that Leonardo da Vinci continued an 
established practice when he filled a sketchbook with drawings of 





the saddles of the “pagans” are more prominently formed. That the artist thus sought to 
portray real differences of custom may well be doubted. In any case, I think, he does give 
us clear pictures of contemporary harness, including stirrups, bits, and spurs. Comparison of 
the two miniatures leads to the conclusion that the artist always meant to attach the stirrups 
to the saddle, though in part of his drawing they seem to be merely looped through the 
crupper. On most of the points here noted, see Lefebvre des Noéttes, L’attelage et le cheval de 
selle & travers les ages (Paris, 1931). 

23 Amelli, Plates XXXIX, CXVI. 

24 Amelli, Plates LIII, CXXV. Cf. Enciclopedia Italiana, II, 965, under “Aratro.” Among 
the drawings there presented are two that closely resemble that in Fig. V: one (no. 15) is 
described as an ancient Greek plow; the other (no. 19) as a modern Sardinian plow. Note the 
“tiller” on all three. 

*5 Ameli, Plate CXXI. 

26 Amelli, Plate CXX. 

°7 Amelli, Plate LXV; see Usher, History of Mechanical Inventions, p. 73. 

** Amelli, Plates CXXIX, CXXXIII; apparently unknown to Lefebvre des Noéttes. 
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technological devices, real or imagined. He was, of course, the most 
accomplished artist to put his pen to such a task; but he was hardly a 
pioneer in the field. He had been preceded in the fifteenth century by 
at least Iacopo Mariano and the anonymous Hussite engineer; in the 
fourteenth by Konrad Keyser; in the thirteenth by Villard de Honne- 
court.*° And the archives of Europe if ransacked by interested scholars 
might well produce works by other precursors. All these men were 
actively engaged in practical work of construction—in subjects which 
our schools of today label engineering and architecture. But until the 
nineteenth century such fields remained beyond the pale of university 
education. Where did the earlier practitioners of the mechanical arts 
obtain their training? 

The inaugurator of the new age for western Europe, I believe, was 
the illustrious French scholar Gerbert, who died as Pope Sylvester II 
in 1003. He, as we know from his own writings and those of his pupil 
Richer, introduced or reintroduced the Latin world to a number of use- 
ful devices: especially the abacus and the armillary sphere.** Richer 
tells us how Gerbert instructed his pupils in grammar, rhetoric, and 
dialectic by having them read the Latin classics rather than the ordinary 


29M. Berthelot, “Pour l’histoire des arts mécaniques et de Iartillerie vers la fin du moyen 
Age,” Annales de chimie et de physique, 6th series, XXIV (1891), 433 ff.; 7th series, XIX 
(1900), 289 ff. , 

30 His famous album was first edited by J. B. A. Lassus and A. Darcel (Paris, 1858); the 
most recent edition is that of H. R. Hahnloser (Vienna, 1935). 

81 For scholarly bibliography on the much disputed subject of Gerbert and his writings, see 
G. Sarton, Introduction to the History of Science, 1 (Baltimore: The Williams and Wilkins Com- 
pany, 1927), 668-71; and H. P. Lattin, in Isis, XIX (1933), 181 ff. Gerbert’s authentic 
works on science should be sought in N. Bubnov’s edition, Gerberti . . . . Opera Mathematica 
(Berlin, 1899), rather than in that of A. Olleris, Oeuvres de Gerbert (Paris, 1867). But 
Bubnov’s statements regarding the sources of Gerbert’s science must be modified in the light 
of the excellent book by J. Millas Vallicrosa, Assaig d’historia de les idees fisiques i mate- 
matiques a la Catalunya medieval (Barcelona, 1931). The slight study I have been able to 
make of these controversial matters leads me to conclude (1) that Gerbert certainly obtained 
his knowledge of the abacus, together with the Arabic numerals 1 to 9, from Catalonia; (2) 
that he probably obtained his knowledge of the Ptolemaic universe, and perhaps much else, 
from the same source; (3) that he remained ignorant of the great mathematical works in Greek 
and Arabic, including any about the use of the zero, and therefore relied on available instru- 
ments rather than on theoretic treatises; (4) that, after returning to France, he wrote to 
friends for certain Latin handbooks which he knew they had written, partly at least translations 
from the Arabic; and (5) that he gave all this information to his pupils, who found it sensa- 
tionally new and proceeded to develop it as best they could. I am very grateful to Mrs. 
Lattin for helping me to make a rapid review of the more recent work on Gerbert—enough, 
I hope, to justify my tribute to that pioneer of French scholarship. Without entirely agreeing 
with all I have said, Mrs. Lattin also believes that Gerbert’s influence tended to revolutionize 
western European education. See her article in the forthcoming number of Isis, which 
significantly adds to our information about Gerbert as a teacher of mathematics and logic. 
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condensations, together with the translation of Aristotle then available 
and the works of Porphyry, Boethius, and Victorinus. But even more 
remarkable, says Richer, was Gerbert’s teaching of the mathematical 
sciences, then virtually unknown to the Franks; for therein the master 
showed how these subjects could be understood by the observation of 
what he himself constructed.*” In other words, he preferred mechanical 
contrivances to the pitiful science contained in such Latin textbooks as 
that of Isidore. Gerbert could thus teach his students how to identify 
musical tones by means of a vibrating string; how to add, subtract, 
multiply, and divide by means of counters distributed in columns; and 
how to represent the universe by means of balls, rods, and bands. That 
he was likewise interested in clocks and organs is certain. And he may 
have had an astrolabe, together with information about its use for 
celestial and terrestrial measurements.* For all of this, he needed little 
if any theoretical science; yet, because he so wisely combined book 
learning with experimentation, his influence was prodigious. 

During the next hundred years many books were written to explain 
the usefulness of the abacus; and they led to various practical applica- 
tions, the most famous of which was the Norman-English exchequer.** 
Meanwhile, western Europeans had witnessed the erection of fine new 
churches, strikingly original in design; a noteworthy advance in mili- 
tary engineering; a greatly increased activity in shipbuilding, naviga- 
tion, and related fields of mercantile enterprise; as well as the stimula- 





82 Les classiques de Vhistoire de France au moyen dge, XVII (Paris, 1937), 51 ff. See the 
interesting article by O. G. Darlington, “Gerbert, the Teacher,” American Historical Review, 
LII (1947), 456 ff. We must, however, remember that Gerbert utterly lacked good books 
on science and so had to emphasize what we call “visual instruction.” 

83 See especially Millas Vallicrosa, pp. 187 ff., 271 ff Bubnov (pp. 48 ff., 310 ff.) 
rightly distinguished the authentic work of Gerbert on geometry from that of a later writer 
(Geometria Incerti Auctoris), which included rules for the use of an astrolabe (or quadrant); 
yet attributed to Gerbert another book about the astrolabe (pp. 370 ff.). This last, it is now 
agreed, was not written by Gerbert but, like the Geometria Incerti Auctoris, by a later com- 
piler. An important source for such compilation was a translation which had been made in 
the tenth century by a certain Lupitus (or Lobet) of Barcelona, and which Gerbert asked for 
in a famous letter. So we can only guess that Gerbert got the desired book and passed its 
contents on to his students, some of whom then wrote books on the subject; or that Gerbert’s 
teaching stimulated the interest that eventually led to the same result. In either case we must 
award major credit to the great master. And I think it very probable that, as his original 
incentive to such study, Gerbert actually had an astrolabe—presumably one of Arab manu- 
facture, that provided, as usual, a quadrant on the back. See, in addition to the works cited 
above, Lynn Thorndike, History of Magic and Experimental Science, 1 (New York: The 
Macmillan Company, 1923), 697 ff.; H. P. Lattin, in Speculum, VII (1932), 58 ff. 

8*R. L. Poole, The Exchequer in the Twelfth Century (Oxford: Clarendon Press, 1912), 
which recognizes the contributions of Haskins to our knowledge of this subject. 
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tion of interest in dialectic, philosophy, law, medicine, and theology 
that eventually produced our first universities. Much of this cultural 
development used to be attributed to the Crusade; but more careful 
study of the sources has proved that the Crusade was the result, rather 
than the cause, of the Western awakening. The techniques, like the 
books, of the Greek and Moslem worlds had long been available to any 
westerner who would take the trouble to search them out and, now that 
Latin Europe had ceased to be isolated, opportunity for such research 
was apparent to all students of the new generation. It can hardly be 
mere coincidence that Gerbert’s pupils, and the pupils of his pupils, 
were prominent in so many fields of investigation. His improved 
instruction in grammar unquestionably led to the dominance at 
Chartres of what may be called a precocious humanism. He too seems 
to have inspired the rage for dialectical argument that came to enthrall 
Roscellinus and Abelard. And I can at least imagine that examination 
of Gerbert’s abacus, armillary sphere, and other instruments incited a 
demand for the Greek and Arabic books in which their working was 
known to be scientifically expounded.*” 

There were, of course, many contributing factors. Venetian mer- 
chants and sailors, like their Moslem brethren, must have learned many 
lessons from the Byzantines. Such improved knowledge of siegecraft 
as was displayed by the Italians before the Crusade was probably 
derived from the same source. The amazing progress of masonry 
construction during the eleventh century in the West can hardly be 
explained without supposing the employment of skilled craftsmen from 
the East. And the sudden appearance among the Latins, within another 
century or so, of water-powered machines, windmills, spinning wheels, 
drawlooms, weight-driven clocks, optical instruments, magnetic com- 
passes, printing devices, paddle-wheeled boats, diving apparatus, and 
the like clearly indicates the importation of much from the Moslem 
world as well as from the Greek. All such importation, we should 
suppose, came by way of routes that were primarily commercial—as 
came the new cloths, plants, drugs, and other materials whose deriva- 
tion is attested by their modern names. 

Yet Gerbert and his pupils remain prominently in the picture. 
Examine, for instance, the thirteenth-century sketchbook of Villard de 


35 See the article of Darlington cited above, n. 32; though he stops short of the suggestion 
made here. 
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Honnecourt.** He tells us that he here intends to show his successors 
not only how to use wood and stone for construction but also how to 
apply geometry to portraiture and design. His geometry, to judge from 
his own drawings, was scarcely that of Euclid. Rather it was practical 
information derived from earlier masters in his field: how best to pro- 
portion a particular carving; how most elegantly to put a designated 
structure in a given space; how most easily to calculate the height of 
an edifice, the width of a stream, or the exact center of an area. Despite 
his knowledge of windlasses, escapements, trebuchets, and other 
mechanical devices of the newer age, Villard stood in direct line of 
intellectual descent from the school of Gerbert. And most of Villard’s 
colleagues in engineering, building, and general tinkering probably did 
so too. When Roger Bacon praised their achievements and deplored the 
narrow curriculum of university education, was he not anticipating the 
demands of nineteenth-century scientists? 

As a fascinating subject of research I suggest the differentiation of 
academic from nonacademic instruction in the course of the twelfth 
century. Gerbert, for lack of books on the mathematical sciences, seems 
to have turned to such gadgets as he happened to find in Catalonia. 
Later, when the curiosity of his pupils had led to the translation of the 
scientific classics, the schools devoted their attention to book learning 
and tended to ignore the humble instruments of the merchant, naviga- 
tor, craftsman, and engineer. Yet, thanks to obscure experimentation 
by such tinkers, the Latins of the thirteenth century lived in a world 
far removed from that portrayed by our Montecassino manuscript— 
and could, if they were Roger Bacons, dream of what might emerge 
when the industrial arts had regained the attention of scholars. 

This whole discussion, I repeat, can result in little more than the 
asking of questions. When and how were the mechanical devices of the 
East introduced to the West? What was done to develop them in their 
new environment? To what extent was this development stimulated 
by contemporary economic change? And, most important, how did the 
interaction of technological and social progress in the later Middle Ages 
tend to produce our own peculiar civilization? If I had all the answers, 
I should be a really great historian. Lacking them, I can only express 
a few personal convictions. As already indicated, I believe that without 
the medieval development of commerce the peasant population of 


—_— 


36 See above, n. 30. 
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Europe would not have attained freedom; that without such emanci- 
pation of the masses our national states would not have emerged; that 
without these economic developments our modern respect for labor 
would not have been possible; and that as a consequence our age of 
mechanized industry would never have existed. For most of what we 
call civilization, as of what we call science, we are deeply indebted to 
curious men who, in the course of the last thousand years, have not 
hesitated to dirty their hands. 


Cornell University Cart STEPHENSON 

















Incorporation in New England: 
A Statistical Study, 1800-1875 


EFENSE of a historical survey of the business corporation in this 
country seems hardly necessary. Students of its place in the 
present economy, even students of the well-recorded “trust” movement 
of the 1890’s and later decades, need this background, if only to test the 
hypothesis, not infrequently encountered, that the business corporation 
of pre-Civil War days was largely confined to the fields of banking, 
insurance, and public utilities. 

Understanding of the course and timing of the movement by which 
the corporate form invaded the American business world has been 
impeded seriously by the fact that, barring a handful of cases, charters 
were granted by individual states. Joseph S. Davis surveyed the begin- 
nings of such incorporation in the Colonial period and our experience 
to 1800—which, incidentally, accounts for the initial date in the present 
inquiry—and others have recorded the experience over later decades of 
one or two individual states." No over-all investigation, however, has 
hitherto been attempted, perhaps because of the labor involved in 
compilation of the essential data.” 

During the first three quarters of the nineteenth century, chartering 
by special acts of incorporation seems to have been the predominant 
mode of securing corporate privileges in New England.® To be sure, a 
general incorporation law applicable to manufacturing industry was 


1Joseph S. Davis, Essays in the Earlier History of American Corporations (Cambridge: 
Harvard University Press, 1917), 2 vols.; William Miller, “A Note on the History of Business 
Corporations in Pennsylvania, 1800-1860,” Quarterly Journal of Economics, LV (1940), 
150-60; Oscar and Mary F. Handlin, “Origins of the American Business Corporation,’ THE 
JourNaAL oF Economic History, V (1945), 1-23. Also W. C. Kessler, “‘A Statistical Study of the 
New York General Incorporation Act of 1811,” Journal of Political Economy, XLVIII (1940), 
877-82. 

2T am glad to acknowledge financial aid for this purpose from the Committee on Research 
in Economic History of the Social Science Research Council. Arthur H. Cole, chairman, has 
been particularly helpful and generous with his time. G. Heberton Evans of the Johns Hopkins 
University has also given me valuable suggestions resulting from his experience in the field of 
corporation history. 

8 Incorporation by special act meant that all persons desiring the advantages of the corporate 
form of business had to petition the legislature of a state for a private act of incorporation and, 
like other legislation, the ensuing bill had to undergo the regular procedure of committee 
hearings, approval by the committees of both houses, and ultimately passage by both branches 
of the legislature. 
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passed by Connecticut in 1837,* but incorporation by special charter 
did not cease entirely in that state, nor was its example immediately 
followed by other New England communities. Pertinent legislation in 
these other states clusters around two periods: 1851-1855, in which 
the movement was launched by the Massachusetts Manufacturing Act 
of the former year, and the decade after the Civil War. By 1875, gen- 
eral incorporation for almost any purpose was well established in the 
New England states, while Maine in that year went so far as to adopt 
a constitutional amendment prohibiting the creation of corporations by 
special act. Thus, the year 1875 seems to form a logical terminal date 
for the history of the business corporation under special acts of 
legislation.” 

It is true that considerably before 1875 the once sharp line between 
incorporation by special and by general act had been somewhat 
broken. As early as 1805, Massachusetts enacted a law enumerating the 
“general powers and duties” of turnpike corporations,° and thereafter 
acts of its legislature granting incorporation to particular turnpike 
companies made reference to this law. Massachusetts instituted the 
same system for manufacturing companies after the passage in 1809 
of a corresponding law respecting the “general powers and duties” of 
such companies.’ Similar legislation relating to other types of corpora- 
tions followed within this state and was imitated in other New Eng- 
land communities. Thus a certain amount of standardization of com- 
pany charters was introduced into what had been and what might 
have continued to be a rather confused procedure. Nevertheless, each 
petition for incorporation still had to be considered on its merits and 
each charter required a special act of the legislative bodies. 

The method of investigation in this study was simple: each charter 
granted by special act in each New England state was recorded with 
all its main characteristics, including the stated purposes for which the 
incorporation was sought. Then, on the basis of the latter data, the 
incorporations for the several states were grouped for each year in four 
categories: (1) manufacturing and mining companies, (2) public utili- 


4 Public Acts of the State of Connecticut (1837), chap. 63: An Act relating to Joint Stock 
Corporations. 

5 A supplementary reason for extending this study beyond the enactment of general incorpora- 
tion laws in the 1850’s and early post-Civil War years was the desire to ascertain how 
attractive these general statutes really proved, especially in the uncertain years of the recon- 
struction period. 

6 Acts and Resolves of Massachusetts (1805), chap. 125. 

7 Acts and Resolves of Massachusetts (1809), chap. 65. 
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ties, including transportation, communication, gas, and water com- 
panies, (3) financial institutions, embracing banking, insurance, and 
real-estate enterprises, and (4) miscellaneous, including commerc 1 
ventures, hotels, building-construction concerns, and those engaged in 
agriculture. 

Admittedly the procedure just outlined has its deficiencies. The 
grant of a charter, then as now, cannot be taken as surely equivalent 
to the inauguration of a business enterprise; but a thorough testing of 
the data for this “stillbirth” element would be an arduous, if not impos- 
sible, task. Again, the “stated” purposes of petitioners for incorporation 
may be an inadequate basis for establishing beyond doubt the business 
activities in which companies did actually engage. In many manufac- 
turing charters more than one purpose was indicated and these often 
included rather unrelated industries, such as textiles plus iron products. 
In such cases of multiple purpose it was assumed that the first-named 
was considered by the incorporators their leading activity and this 
determined the classification of the company. Often, too, the title of the 
corporation could be used as a further check upon its leading purpose. 

As a second, less considerable research task, data were secured from 
the several states relative to the number of companies chartered under 
the various general incorporation laws. Here the laws were sufficiently 
precise in scope to establish immediately the classification of companies. 


II 


The six New England states during the seventy-six years of the 
period under study, 1800-1875, created 11,357 business corporations by 
special and general acts of the legislatures. Of this total, the majority, 
8,119, were created by special acts and the remainder, 3,238, were 
incorporated by general act. In the same area over a span of 179 years, 
during the Colonial period and the early years of the Republic to 1799, 
only 171 charters had been granted.* Massachusetts, the largest, wealth- 
iest, and industrially most advanced state of New England, was respon- 
sible for 3,955 incorporations or about one third of the total. Connecti- 
cut took second place with 2,332 or about one fifth of the total. Maine, 
both as a part of Massachusetts and, beginning in 1820, as a state in its 
own right, was third with 2,113 or 19 per cent.’ In spite of its small 


8 J. S. Davis, American Corporations, Il, 22-23. 
8 The count of incorporations in Maine prior to 1820 may be somewhat inexact, since in a 
few cases the precise location of the proposed place of business could not be determined. 
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population and the rural nature of its economy, Vermont followed 
with 1,140 charters or 10 per cent. Next came New Hampshire with 
1,061 or about g per cent, and finally, at the bottom of the list regard- 
less of its considerable wealth and industrial development, stood Rhode 
Island with only 776 incorporations, some 7 per cent of the total. 


TABLE 1 

IncorPorATIONS UNDER SPECIAL AND GENERAL Acts, By States, 1800-1875 
Period Conn. Me. Mass. N.H. RI. Vt. Total 
1800-1817 

special 103 86 318 174 57 III 849 

general oO ) ) ) ) ) ) 

total 103 86 318 174 57 III 849 
1818-1830 

special 131 148 328 130 70 66 873 

general ) oO ) ty) ty) i) ) 

total 131 148 328 130 70 66 873 
1831-1843 

special gI 473 523 149 83 137 1,456 

general 71 oO ) vy) ty) ry) 2 7/ 

total 162 473 523 149 83 137 4,456~ 
1844-1862 Ist 

special 177 691 893 346 163 281 2,551 

general 726 ey) 249 ) ) 9 982 

total 903 6901 1,142 346 163 288 3,533 
1863-1875 . 

special 250 624 398 223 403 492 2,390 

general 783 gI 1,246 39 fe) 46 2,205 

total 1,033 715 1,644 262 403 538 4,595 
Grand 
Totals: 

special 752 2,022 2,460 1,022 776 1,087 8,119 

general 1,580 Qt 1,495 39 0 533x238 325E 

total 2,332 2,113 33955 1,061 776 1,140 14,357 11,371 
Totals to 

1799 

(Davis) 37 22 54 29 14 15 171 


When the data are classified by method of incorporation—by special 
or by general act—a somewhat different picture emerges, depending 
upon the extent to which each New England state resorted to general 
laws. A glance at Table 1 shows that if incorporation by special act 
alone is emphasized the states ranked as follows: Massachusetts, Maine, 
Vermont, New Hampshire, Rhode Island, Connecticut. Connecticut 





Errata: In Table I, page 46, of Volume VIII, No. 1, the figure for 
incorporations under general act in Connecticut during the period 
1831-1843 was not carried over into the total column and there was 
an error in the addition of the totals. The total for the period should 
be 1,527. The grand total of general incorporations for all states listed 
should be 3,258; and the grand total of both general and special incor- 
porations for all states listed should be 11,377. 









Incorporation in New England 47 










stands low because this state especially facilitated incorporation by 
general act.’® Arrangement of the states according to the volume of 







































incorporation under general act shows Connecticut at the top with 
Massachusetts close behind. In fact, these two states account for prac- 
tically all of the charters so issued. 
TABLE 2 
Mining and Public 

Period Manufacturing Uuilities Finance Others Total 
1800-1817 

special 280 418 142 9 849 

general ) ) ty) ) ) 

total 280 418 142 9 849 
1818-1830 

special 311 316 227 19 873 

general ) ) ) ) oO 

total 311 316 227 19 873 
1831-1843 

special 738 414 261 43 1,456 

general 65 ) 29 5 71 

total 803 414 290 48 1,527 
1844-1862 

special 1,032 953 454 112 2,551 

general 821 66 29 66 982 

total 1,853 1,019 483 178 3,533 
1863-1875 

special 1,120 802 270 198 2,390 

general 2,016 85 25 59 2,185 

total 3,136 887 295 257 4575 
Grand Totals: 

special 3,481 2,903 1,354 381 8,119 

general 2,902 I5I 55 130 3,238 

‘otal 6,383 3,054 1,409 511 11,357 
Totals to 1799 

(Davis) 5 139 24 3 171 





When the corporations are classified, in Table 2, according to eco- 
nomic activity, manufacturing and mining companies lead with 6,383 
charters, or 58 per cent of the total of 11,357; public-utility enterprises 
account for 3,054 or about 28 per cent; financial corporations, 1,409 or 
13 per cent; and miscellaneous, 511 or 5 per cent. In the earlier period 














10 The Davis study previously referred to also showed Massachusetts in the leading position 
among the New England states, while Connecticut and New Hampshire occupied second and 
third place, respectively. See J. S. Davis, American Corporations, Il, 22. : 
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studied by Davis, only some 3 per cent of New England business char- 
ters were concerned with the field of manufacturing and mining, while 
80 per cent had been secured for public-utility companies. Less of a 
change had taken place in the positions of financial charters (14 per 
cent in the earlier decades) and miscellaneous enterprises (2 per 
cent)."* The figures in Table 2 also reveal that a major portion of the 
charters secured under general incorporation laws were for manufac- 
turing and mining purposes. 

Thus an important characteristic of the mid-century was the exten- 
sion of the corporate device to the manufacturing and mining or 
“industrial” field. Throughout the years or periods indicated in Table 
2 the proportion of such corporations to the total chartered never fell 
below one third. In fact, the trend was sharply upward, reaching the 
high level of about two thirds during the years 1863-1875. 


Ill 


The year-to-year fluctuations in the volume of charters granted by 
special and by general act plotted separately in Chart A exhibit a strong 
upward trend throughout the entire period, a trend that was particu- 
larly vigorous until the appearance of the crisis of 1837 and the ensuing 
depression of 1837-1842. The movement following that hectic period 
was still upward, but the pitch of the special incorporations curve was 
undoubtedly flattened by a growing resort to incorporation by general 
law. In spite of the appearance of the general acts, however, it should 
be noted that the volume of such charters exceeded that by special 
acts for only brief periods of time, namely, in 1864, 1871, and 1874." 

The question might well be asked why special acts continued to be 
used when general incorporation became increasingly available. One 
reason might have been the rather low limit on capitalization set by 
some of the general acts."* In Massachusetts, for example, the General 
Incorporation Act for Manufactures of 1851 was used on a large scale 
only after the maximum figure was raised from $200,000 to $500,000 in 
1855. (Special or preference stock was also permitted in the same year 
by another amendment.) In Vermont another restrictive factor was 


11 Calculated from statistics in J. S. Davis, American Corporations, Il, 24, 27. 

12 The boom among special act charters in 1872 is more apparent than real because of 
Vermont’s contribution to the statistics: its legislature was in session in 1872 but not in 1871, 
biennial sessions having commenced in the former year. 

13 $200,000 under the Act of 1837 in Connecticut; $200,000 under the Act of 1851 in 
Massachusetts; $500,000 under the Act of 1853 in Vermont. 
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undoubtedly the clause in the general act permitting such corporations 
to do business only in that state and granting them a duration of only 
thirty years. In the case of banking corporations, there is some reason 
to believe that the public reaction to such concerns incorporated under 
the general or “free” banking acts was distinctly unfavorable, at least 
in Vermont and Connecticut. Banks chartered by special act were 
considered stronger financially, better regulated, and, being more 
limited in number, less likely to spring up during a period of infla- 
tionary excesses.'* Likewise, in order to obtain special prestige a group 
of persons would ask for incorporation by act of the legislature even 
when a general act of incorporation existed for manufacturing pur- 
poses.” Finally, general incorporation for purposes other than manu- 
facturing and mining was for various reasons slower in coming and 
the growth of such industries as railroads and street railways helped 
to swell the volume of special-act companies. The cyclical movements 
in incorporations are readily manifest on Chart A. If minor fluctuations 
are ignored, the chief cycles apparent in incorporation by special act 
appear to have been the following: 1800-1817 (including some 11 per 
cent of such charters), 1818-1830 (also including 11 per cent), 1831- 
1843 (18 per cent), and 1844-1862 (30 per cent). The years 1863-1875, 
which cannot be said to cover a complete cycle, accounted for 29 per 
cent. 

The several cyclical periods deserve special and individual attention. 


1800-1817 

As in the early years observed in the Davis study, the public-utility 
corporation loomed largest in this first period. However, there is quite 
a good basis for subdividing this cyclical period into two parts: 1800- 
1808 and 1809-1817. From 1800 to 1808 expansion of inland transporta- 
tion supported the greatest portion of incorporated business activity as 
evidenced by the predominance of charters for turnpikes, bridge com- 
panies, and, to a less extent, water and canal companies. Until the 
appearance of the troubles over foreign commerce, therefore, these first 


14Tn 1870 a committee of the Vermont legislature stated that only one bank had been 
formed under the general act of 1851 because there was “a general and widespread distrust of 
companies created under general laws.”—Majority Report of a Special Committee on General 
Incorporation Law for Railroads of the House, House Journal, 1870, pp. 477-80. The General 
Banking Act of Connecticut was attacked after its passage in 1852, and in 1855 the legislature 
prohibited its use after that year for much the same reasons as stated above. 

15 See application of Willimantic Linen Manufacturing Company to the Connecticut legisla- 
ture for a charter. Since they intended to go to Europe for their capital a special charter 
“would be of importance in giving them credit abroad.”—Hartford Courant, June 11, 1853. 
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eight or nine years bear a striking resemblance to the eighteenth cen- 
tury.’° This was particularly true in Connecticut, Vermont, and New 
Hampshire, where manufacturing and banking corporations were rare 
until 1807-1808. 

In 1808 the well-known difficulties which derived from Jefferson’s 
attempts to enforce the Embargo and Nonintercourse acts and the 
troubles with England began to influence the American economy. The 
chief result of these events upon the phenomena under examination 
was to expand greatly the number of manufacturing charters granted 
—charters largely for the production of previously imported textile 
and iron goods—while public-service companies retired into the back- 
ground. Manufacturing, even by incorporation, had become a patriotic 
(and probably profitable) duty! Such charters were far more important 
in Massachusetts, Connecticut, and New Hampshire than in the other 
states. The movement reached its peak in 1814 and, after the coming 
of peace, the number of charters of all types fell in 1817 to the lowest 
level (eighteen) since 1801. 

The number of charters in the financial group remained quite small 
in this period compared with later years. Most of the banking charters 
(chiefly in Massachusetts) appeared in the early years before 1818 (a 
peak was reached as early as 1803), with some additional activity 
during the time of the War of 1812. The only result of the demise in 
1811 of the first Bank of the United States as far as New England was 
concerned was a rise in the number of banking charters granted, from 
three in 1811 to fourteen in 1812, with all fourteen located in Massa- 
chusetts. Activity in insurance was more in evidence in the pre-1818 
years when shipping and foreign trade were prospering. Needless to 
state, most of these early insurance charters were obtained for marine 
insurance. 

A comparison of the fluctuations in the number of charters with the 
wholesale price index found in the Smith and Cole volume showed a 
striking resemblance to the movements of the price index for imported 
commodities." Highs in both series occurred around the years 1803- 
1804, 1808-1809, 1812-1814, and 1818, while the low points were in 
1807 (1806 for corporations), 1811, and 1816-1817. This would seem 


16 It should be recalled that according to Davis 80 per cent of the early charters were for 
public-utility enterprises. 

17 W. B. Smith and A. H. Cole, Fluctuations in American Business, 1790-1860 (Cambridge: 
Harvard University Press, 1935), Chart 4, Weighted Indices of Wholesale Domestic and 
Imported Commodity Prices in Boston: Monthly, 1792-1820, p. 15. 
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to confirm the overwhelming influence of foreign events upon the 
American scene during this time. 

In spite of the popular desire for domestic manufacturing to replace 
imports, very little legislative encouragement was granted to incor- 
porated business in these early years. In fact, the large number of 
charters was achieved in the absence of limited liability, nowadays 
considered to be the most important attribute of the business corpora- 
tion. The first attempt to remove this obstacle, if indeed it was an 
obstacle, took place in Connecticut in 1817.** 

Judging by the debate in the legislature as reported in the daily 
press, limited liability was adopted as an attempt to alleviate conditions 
of depression in postwar industry and to discourage an alleged tend- 
ency for labor and capital to migrate to other states.*” At almost the 
same time Massachusetts in 1818 modified her somewhat rigid liability 
rule for members of manufacturing companies to cover only debts 
incurred by the corporation while the party involved was a 
stockholder.” 

In short, under the artificial protection and stimulus derived from 
the Embargo and the War of 1812 the corporate device in business 
expanded from its traditional fields of public utilities and finance to 
those of manufacturing and mining, even without the encouragement 
of limited liability and general incorporation. 


1818-1830 

The years embraced in the second cyclical period were an era of 
steady growth. The volume of new charters expanded without any 
changes of a sensational nature. The peak reached in 1825 was 
approached rather gradually and followed by an abrupt fall, which 
came to an end in 1830. Almost the same number of manufacturing 
concerns (311) as public utilities (316) were incorporated, with the 
financial group close behind (227). Thus the trend in favor of manu- 
facturing enterprise established in the latter half of the first period 
(1809-1817) was maintained. Actually, however, chartering activity 


18 Acts and Resolves of Connecticut (1817), chap. 5. The Handlins in their article on 
“Origins of the American Business Corporation,” THe JourNAL oF Economic History, V 
(1945), 8-17, suggest that limited liability during the early years of the nineteenth century was 
not considered very important or necessary by business interests. 

19 See the Hartford Courant, issues of May and June 1817, and May 1818. 

20 Acts and Resolves of Massachusetts (1818), chap. 183. It should also be recalled that as 
early as 1805 this state made a gesture in the direction of general incorporation by enacting a 
turnpike act containing “general powers and duties.” 
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in this field remained very much at rock bottom for six years (1816- 
1821) after the coming of peace. Apparently the passage of the protec- 
tive tariff acts of 1816 and 1818 was not enough to offset the effects of 
earlier overexpansion and the flood of imported British textiles during 
these years. It is difficult to determine whether the increase in the num- 
ber of manufacturing and mining charters in 1825 and 1826 was due 
to passage of the tariff of 1824 or merely to an improvement in general 
business conditions; highly protected textile and iron goods held a 
prominent place among the objectives stated in the charters for these 
years.” 

There is some evidence, incidentally, that throughout the period 
under discussion there was a spread in the use of the manufacturing 
corporation from its original and early objectives of woolens, cotton 
goods, and iron manufactures to other industries. For example, on the 
basis of the objectives listed in the charters granted in Massachusetts, 
the manufacture of textiles fell from 77 per cent of all charters granted 
in the 1800-1817 period to about 58 per cent in this period, while not 
only iron but also nonferrous metals, chemicals, machinery, paper, 
stone and pottery, and other products appeared among the objectives 
with increasing frequency. The same change appeared in charters 
issued by some of the other states. 

Among the categories of incorporation other than manufacturing, 
no change took place that merits close attention except in the field of 
finance. In contrast to 1817, when only two such charters were issued 
in all New England, the number rose to thirty-two the following year 
(eleven being insurance companies). Banking activity in Rhode Island 
was chiefly responsible for the expansion.” Besides, speculation in pub- 
lic land, commodities, and bank shares had been rampant throughout 
the United States in 1817 and the first half of 1818.”° Later, in 1825, 
the chartering of banks became active again but, as shown above, the 
boom was not limited to financial corporations. 

The chartering of public-utility enterprises continued at a more 
stable pace than the other two groups. The most active years were the 
period 1823 to 1826. Although turnpike and bridge companies still 


é 

21 Number of manufacturing and mining companies incorporated: 1815, 48; 1816, 10; 1817, 
6; 1818, 11; 1819, 9; 1820, 11; 1821, 7; 1822, 25; 1823, 37; 1824, 20; 1825, 38; 1826, 42. 

22See D. R. Dewey, State Banking before the Civil War (Washington, D. C.: Government 
Printing Office, 1910), p. 12; 61st Congress, 2d Session, Senate Document No. 581. 

23 See W. B. Smith and A. H. Cole, Fluctuations in American Business, pp. 46, 53, and 
W. L. Thorp, Business Annals (New York: National Bureau of Economic Research, 1926), 
p. 118. 








54 William C. Kessler 





predominated, canal and steamboat charters appeared in number for 
the first time. 

The data of Table 1 make manifest also the continued importance 
of Massachusetts among the New England states, but the rapid rise of 
Maine should be noted. In 1820, a long-sought separation from the Bay 
State was achieved and with this act the chartering of corporations 
apparently proceeded at a rapid pace. The majority of these “Down 
East” charters were for public utilities engaged in expanding the state’s 
transportation facilities. 

Two moves that particularly encouraged incorporated business were 
made during this period by the Massachusetts legislature. The first 
appeared in 1820 when fire-insurance companies were authorized to do 
business “anywhere in the United States.” ** Perhaps as a result of this 
legislation, the number of insurance charters rose rapidly in 1823, 
1824, and 1825. The second action was taken in 1827 when the liability 
penalties imposed upon stockholders of manufacturing corporations 
were still further eased and finally in 1830 completely eliminated with 
the introduction of limited liability.” 

Considerable correspondence exists between movements in the vol- 
ume of incorporations and the weighted index of wholesale commodity 
prices found in the Smith and Cole study.** Thus, both rise to a high 
point in 1825, falling until 1830 with a slight interruption in 1828-1829. 
An outstanding difference between the two, however, is that the trend 
of incorporations during this period was quite obviously upward while 
wholesale prices moved generally downward. 

While the total number of charters granted exceeded in this period 
the total of the 1800-1817 years by only a small margin, this total was 
achieved in spite of rather unfavorable business conditions.’ Signs of 
modern times appeared with the encouragement given to insurance 
companies to carry on interstate business, the advent of limited liability, 
and the definite rise in importance of the manufacturing corporation. 


1831-1843 
The third cyclical period, 1831-1843, ushered in the most spectacular 
years in the history of the business corporation under special acts of 


24 Acts and Resolves of Massachusetts (1820), chap. 266. 

25Jn 1827 the act of 1822 establishing liability for debts incurred during membership was 
modified so that a stockholder’s liability ceased if creditors failed to bring action within a year 
after the debt was incurred. 

26 W. B. Smith and A. H. Cole, Fluctuations in American Business, Chart 17, p. 60. 

27 According to Thorp’s Business Annals, pp. 118-20, nine of the thirteen years of the 
1818-1830 period were years of depression or recession. 
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incorporation. Although later periods proved more prolific in aggre- 
gate activity, no single year ever approached the high level of 1836. 
Again, the period also witnessed just as rapid a fall from 1837 to 1840, 
which brought down the number of incorporations almost to the very 
low level of the early years of the century. This period also included 
the introduction of incorporation of business companies by general 
act, but, as has been explained, incorporation by special act was still 
much desired. 

Manufacturing and mining activities dominated the field more than 
ever before with half of all special charters issued—which incidentally 
was the highest proportion ever reached throughout the years 1800 to 
1875—while public utilities, although slightly higher than in earlier 
years in absolute figures, included only about one fourth of the total, 
and financial companies fell to’about one fifth.”* The sacred halls of 
incorporation clearly had been opened to the prosaic cousin, manufac- 
turing industry! 

When the period is broken down into the years of the major upward 
swing, 1834-1837, and the years of the downward swing, 1838-1843, 
manufacturing concerns and public utilities appear to have captured 
about the same proportion of charters in both prosperity and in depres- 
sion, but banking was more of a depression casualty: its hold on total 
charters issued was loosened from 13 per cent before 1838 to 7 per cent 
afterwards. 

Table 1 shows that while Massachusetts, as usual, contributed more 
charters than any other New England state, her supremacy was chal- 
lenged by the younger state of Maine, in spite of the fact that the Pine 
Tree State had a smaller population at the time (501,793 in 1840 against 
737,699 in Massachusetts). Since an unusually large proportion of the 
Maine companies were organized in the extractive industries, lumber, 
iron, and granite quarrying, one must conclude that the expansion by 
corporations in these activities, plus possibly the passage of a limited- 
liability act in 1823, account for the prominence of the state. Vermont 
also showed evidence of strong growth in incorporated business, chiefly 
in the production of textile manufactures. The radical decline in. 
special-act charters issued by Connecticut was more than offset by the” 
growing popularity of her general act of 1837. 





*8Tf charters issued under the pioneering general incorporation act of Connecticut are 
included, the proportion of manufacturing and mining companies is raised slightly to 53 
per cent. 
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Undoubtedly, the legislative act of greatest importance during this 
period was the abolition of unlimited liability for manufacturing cor- 
porations in Massachusetts in 1830.°° This act was the culmination of 
years of effort by business interests, and, probably as a result, the num- 
ber of manufacturing and mining charters rose from only one in 1830 
(perhaps petitions were held back in anticipation of passage of the act) 
to 20 in 1831 and a peak of 72 in 1836. In this way the Massachusetts 
legislature not only aided the corporation but also added fuel to the 
1836-1837 inflationary holocaust, and in 1840 activity subsided to a low 
of five such charters. In New Hampshire the legislature also passed a 
limited-liability act but their action in 1837 coincided with the panic, 
so that in spite of this aid the number of charters in manufacturing fell 
from 1g in that year to not one from 1840 to 1843. 

While the absolute number of textile corporations remained about 
as important as ever, examination of the objectives listed in the charters 
issued by Massachusetts showed that the trend of incorporation in other 
fields continued during this period. These nontextile fields included 
iron manufactures, chemicals, paper, “India rubber” (a newcomer), 
nonferrous metals, and machinery (steam engines and textile machin- 
ery). As mentioned above,” activity in Maine centered around lumber, 
iron products, and quarrying, to which lines should be added textiles, 
stone and pottery products, leather and shoes, and paper. In Vermont 
and New Hampshire, on the other hand, cotton and woolen textiles 
continued to be the chief objectives of incorporated business activity. 

Fluctuation in the volume of incorporations was compared with the 
movements of wholesale prices, public-land sales, and volume of 
domestic trade for this period.** In general, there was correspondence 
among all of these series: a great rise which began about 1834, reached 
its peak in 1836, and was succeeded by another, lower, peak around 
1840 (1838 for public land sales, 1839 for wholesale prices and business 
volume, 1841 for corporation charters), with a revival finally putting 
in an appearance in 1844 as far as corporation charters were concerned 
and a little earlier in the case of the other series.*” In fact, these other 
series appear to establish the fact that 1842 rather than 1843 was the 


29 Acts and Resolves of Massachusetts (1830), chap. 53: An Act defining the General Powers 
and Duties of Manufacturing Corporations. 

30 See p. 55. 

31 For the series see W. B. Smith and A. H. Cole, Fluctuations in American Business, pp. 60, 
73, 82. 

82Jt should be noted from Chart A, however, that the volume of charters issued under 
general acts, although still small, began to rise again in 1843. 
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actual low point of the depression. The issuance of charters therefore 
lagged somewhat behind the real rise in business activity. Perhaps a 
cause of this difference in behavior is the fact that in most states the 
legislatures were in session for only the first six months of the year, so 
that a rise in the business cycle even in the early part of 1843 might 
first become evident in the number of charters granted in 1844.°° A 
further reason might also be the natural hesitancy of entrepreneurs to 
commit themselves until they could be more certain of economic 
trends. 

Extraordinarily profitable business conditions and favorable legisla- 
tion combined in this period to produce a great expansion in the num- 
ber of new corporations of all types. The seriousness of the ensuing 
depression is revealed in the precipitate decline with no sign of real 
revival until 1844, at least as far as incorporations by special act were 
concerned. 


1844-1862 

These were years of general economic expansion throughout the 
entire country, with a rising trend in wholesale commodity prices and 
a rapid expansion of the railroad network. Apparently incorporation 
in New England was similarly affected, for the period was distin- 
guished by the issuance of more charters under special acts than in any 
other such period comprehended in this study. Almost a third of the 
special charters enacted between 1800 and 1875 were passed during this 
interval. Moreover, the total—2,551—exceeded substantially the aggre- 
gate of charters issued under existing general incorporation laws— 
g82—in spite of the fact that general incorporation was introduced 
during this period in Massachusetts and Vermont, and expanded in 
Connecticut.** The utilization of these general acts, as indicated in 
Chart A, of course renders the data on incorporation by special act 
unsatisfactory as an index of the broad trend toward the use of the 
corporate form by New England business, but they are still significant 
for the study of cyclical changes and for that of the employment of the 
corporate form in various branches of business. Furthermore, there is a 


33 Further support for this conclusion is given by the earlier rise, already commented upon, 
of charters granted under general acts. Since these charters, then as now, were granted 
independently of legislative sessions, their movement could have been more responsive to 
business-cycle changes. 

34 Massachusetts, 1851, 1855, for manufacturing and mining; Vermont, 1851, 1853, for 
manufacturing and mining, but little used; and Connecticut, 1848 for telegraph companies, 
1852 for banks, 1854 for plank roads. 
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general correspondence of the major cyclical movements exhibited by 
the data for incorporation under special and under general acts. 

An interesting aspect of this cycle is that the peak of the years before 
1861 occurred in 1854 (1853 for charters created under general laws) 
rather than in the crisis year, 1857. According to Smith and Cole, 
anticipation of the 1857 shock was also true of public-land sales (peak 
in 1854) and railroad stock prices (peak in 1852-1853). Apparently 
the outlook for profits after 1854 was poor and spotty, in spite of the 
alleged prosperity of 1857. Commodity prices, on the other hand, fol- 
lowed the traditional course to a peak in 1857.*° Incidentally, of the 
four groups of business activity contributing to the volume of incor- 
porations, only public utilities responded to any extent to the specula- 
tive rise of prices in that year. 

Regarding the use of the corporation created by special act in various 
industries: the data of Table 2 show that charters for manufacturing 
and mining for the first time fell behind somewhat in terms of relative 
growth, including about 40 per cent of all such corporations in contrast 
to one half in the previous period. Even with the inclusion of manu- 
facturing and mining charters obtained by general act the group only 
held its own with one half of all charters, about the same as in the 
period 1831-1843. The explanation lies in the rapid expansion of pub- 
lic utility corporations, which accounted for 37 per cent of all special 
charters (28 per cent in the earlier period). Their total of 953 charters 
(1,019 when incorporations by general act are included) is the largest 
number for this group for any of the periods set apart in this study. In 
earlier years, turnpikes had accounted for many of such charters, but 
this group now consisted chiefly of railroads, street railways, and gas- 
light companies, in the order named. The prominence of the last two 
undoubtedly reflects both technological advances in the fields of city 
lighting and local transportation, and the expansion of cities in the 
New England region. “Finance” also included more charters than ever 
before (or after, to 1875), largely because of the growth of speculative 
banking before the crisis of 1857.°° In this period, also, corporations 
organized for purposes other than manufacturing and mining, public 
service, and finance—the miscellaneous group—first achieved promi- 
nence, thanks largely to the appearance of incorporated hotel enter- 
prises in the resort communities of New Hampshire and Vermont. 

85 W. B. Smith and A. H. Cole, Fluctuations in American Business, Chart 30, p. 94. 


86 Tt is noteworthy that the peak also came for such corporations in 1854 rather than 1857, 
the “crisis” year. 
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Apparently the attractions of New England as a vacation land were 
recognized quite early. 

Massachusetts, in spite of its adoption and extensive use of general 
incorporation, remained the leading home of the specially chartered 
company, with 35 per cent of the total number granted in these 
years.’ Maine, which enacted no general law in this period, held 
second place with 27 per cent, and New Hampshire rose to third 
place with about 14 per cent. In New Hampshire, the largest number 
of charters were in the field of manufacturing, attesting to its rapid 
industrial growth in the 1850’s. In Connecticut the general laws 
became far more popular than incorporation by special act; in fact, 
this state with its 726 charters issued under such laws almost stole 
the spotlight from Massachusetts, as far as total incorporations are 
concerned. Most of its 177 specially chartered companies were in the 
fields of public utilities (railroads) and finance (insurance), groups 
to which the general act of 1837 had little application. The most 
remarkable performer was little Rhode Island, a state whose business 
promoters had heretofore made relatively little use of the corpora- 
tion. The rise from 83 charters in the previous period to 163 in 
1844-1862 was stimulated chiefly by the prominent lead of the manu- 
facturing corporation, a situation that appeared in this state for the 
first time. Unlike the situation in most of the other states, charters 
for manufacturing iron and steel products outnumbered those for 
textile companies. Introduction of limited liability for manufactur- 
ing companies in 1847 seems to have been one of the sparks that set 
off this expansion. 


1863-1875 

Like the years 1800-1817, the last period of the present study is 
interesting because it includes a major war with important economic 
repercussions. Unlike the early period, however, this was a time when 
general incorporation was well established, so well established that 
some 67 per cent of the charters issued before 1876 in New England 
under general acts came into existence during these years. These 
charters constituted the second wave of the movement toward general 
incorporation, the first having occurred in the 1850’s,** and its appear- 


37 During these years Massachusetts, Connecticut, and New Hampshire show the most rapid 
rate of expansion in the use of the corporation (including charters of both types) for the 
entire period, 1800-1875. 

38 See above, p. 44. 
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ance is reflected in the decline of the total number of incorporations 
by special act to 2,390, although the latter is still a respectable figure 
(see Table 1). The volume of charters issued by general act reached 
a total of 48 per cent of all charters for this period, the highest pro- 
portion achieved since the appearance in 1837 of this method of 
incorporation for business. In fact, the number of charters issued by 
general act even surpassed those formed by special act in the Civil 
War year of 1864 and in the years 1871, 1873, and 1875. 

Table 2 shows that manufacturing and mining companies formed 
either by general or special act maintained and even extended their 
lead. Obviously, price inflation and the wartime spurt in business 
activity had a great deal to do with this, but another interesting driving 
force is revealed in the appearance for the first time of a number of 
charters obtained for the purpose of organizing mining operations in 
the gold and silver fields of the West and in the petroleum fields of 
western New York and Pennsylvania. Thus, in Rhode Island in the 
period 1861 to 1870 (which includes the years of this mining “boom”) 
30 out of 46 mining charters were issued for activities in other 
states (or Canada); in Connecticut half of the 12 mining charters 
were for out-of-state operations; in Maine, ten out of 32 were for 
such enterprises. In Massachusetts many such companies were incorpo- 
rated under the general act. Only in New Hampshire and Vermont 
did local industry, particularly granite quarrying, appear to draw 
the interest of promoters away from the greener pastures of other 
states. Apparently certain forces were operating to make attractive 
what is now a commonplace: incorporation in a state other than the 
major field of operations for the company. Perhaps the majority of 
the capital was acquired in the East and, besides, a charter from an 
older state probably helped to sell shares to the general public. 

One of the most interesting characteristics of this period was again 
a marked expansion of specially chartered companies in Rhode Island. 
Signs of this had already appeared earlier,*® but during and after the 
war the corporation became so prominent that this small state took 
third place (after Maine and Vermont) and moved ahead of Massa- 
chusetts. Of course, this shifting of positions was partly due to a 
growing resort to general incorporations in the other states, but a rise in 
the number of new charters from 163 to 403 illustrates the presence of 
some powerful influence favoring use of the corporation. Inspection 


39 See above, p. 59. 
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of the charters issued showed the greatest number to be in fields 
especialiy stimulated by the war: textiles, iron and steel, and machin- 
ery, in that order. As related above, many were also mining enterprises 
designed for out-of-state operations. The rise in the number of Ver- 
mont charters from 281 in the previous period to 492 is also notable, 
especially since it was achieved in spite of the existence of legislation 
for general incorporation. As in Rhode Island, incorporated capital 
in Vermont also manifested a tendency to turn away from the tradi- 
tional textile industries toward other manufactures, and mining and 
quarrying. 

Various indicators of business activity show that the peak of activity 
during the war came early in 1865 and the volume of charters by 
general act support this fact, although something of a minor peak 
appeared two years later. Here, as before, the volume of charters by 
special act lagged behind and reached a high point in 1867. A good part 
of this postwar boom was made up of the mining corporations referred 
to previously, while closer inspection of the data reveals that the less 
important categories of business activity—public utilities and finance 
—experienced their peaks even later: public utilities, chiefly railroads, 
in 1870, and finance, largely trust companies and insurance concerns, 
in 1869. 

The five years after 1870 constitute a rather brief period to analyze 
and the movements are further confused by the introduction of bien- 
nial sittings of the Vermont legislature. Business conditions appar- 
ently were unfavorable from the summer of 1865 until the beginning 
of 1868 and wholesale prices fell sharply after 1864 until 1880, except 
for a feeble rise around 1872-1873.*° While specially chartered com- 
panies showed considerable strength around 1872, the number of 
charters by general act exhibited more stability. The issuance of such 
charters did not depend upon the convening of state legislatures and 
it was less affected by the speculative enterprises during these years 
in railroads, street railways, and state banks and trust companies, fields 
for which in some states general incorporation did not yet exist.** 


40 See the article by Jesse M. Cutts, “One Hundred and Thirty-four Years of Wholesale 
Prices,” Monthly Labor Review, XLI (1935), pp. 249-52. Also A. F. Burns and W. C. Mitchell, 
Measuring Business Cycles (New York: National Bureau of Economic Research, 1946), p. 78. 

41 General incorporation acts during this period included the following: 1866, New 
Hampshire, manufacturing and mining (revised in 1868), Massachusetts, manufacturing and 
mining; 1867, Maine, mining; 1870, Maine, manufacturing and mining; Massachusetts, manu- 
facturing, mining and gaslight companies, followed by general incorporation laws for many 
other types of enterprises in every year to 1875, Vermont, manufacturing and mining; 1871, 
Connecticut, railroads; 1872, Vermont, railroads. 
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Another clue to the reason for the continued existence of the 
specially incorporated manufacturing company may be found in the 
increase in the stated capitalization of the average company. In 
Massachusetts, for example, a state where general incorporation became 
firmly established, the average stated capitalization for manufacturing 
companies chartered by special act was $150,000 during the very active 
years from 1810 to 1814, again $150,000 for the years 1846-1850 (but 
the distribution showed a definite skewness toward the upper side), 
and $500,000 in the years 1863-1867. It will be recalled that under 
general incorporation capitalization was limited in 1855 to $500,000. 
The same rising trend in the average was true for Connecticut, another 
state that indulged in general incorporation for manufacturing very 
early and yet continued to grant special acts, although to a less extent 
than the Bay State. In short, perhaps special acts continued to exist 
partly in order to accommodate the larger companies. 

Another decade was to pass before general incorporation dominated 
the business scene, although Maine in 1875 followed the example 
particularly of western states by adopting a constitutional amendment 
prohibiting incorporation by special act. With the appearance of 
general incorporation and of corporations chartered chiefly for out- 
of-state operations, the stage was set for the next important event in 
the relations of the state to the private corporation; interstate rivalry 
for the lucrative charter business, a situation that was fostered, on the 
demand side, by growing resort to the corporation and, on the supply 
side, by the need of the states for revenue fostered by the Civil War 
and by the serious depressions of the last quarter of the century. The 
special charter had accomplished its purpose in aiding in the estab- 
lishment of modern industry, transportation, and banking institu- 
tions by drawing together manager and investor. 


Colgate University WituraM C. KEssLEr 





Review Article 
ITALIAN LEADERSHIP IN THE MEDIEVAL BUSINESS WORLD 


To reconstruct the great historical and economic process that constitutes 
the medieval Commercial Revolution, two widely different methods are now 
available. One may first build tentatively a general theory upon a small num- 
ber of facts, and then test it by gathering more facts and seeing whether 
they confirm, disprove, or modify the thesis; or one may first gather the 
facts, explain the smaller problems that each of them involves, and finally 
see what general theory, if any, can be built upon them. The scholars who 
cleared so much ground in medieval economic history during the late nine- 
teenth and the early twentieth centuries—Pirenne, Sombart, Dopsch, Ashley, 
to mention only the most famous—used chiefly the first approach. They had 
no other alternative, since the assembling of facts had barely begun when 
they started. Our debt to them is all the greater because of their daring. 
Their very mistakes have spurred others to fill the gaps, and their generaliza- 
tions have not lost their value in being very strongly qualified. Now, 
however, it is possible to choose the second approach; we can be prudent, 
because we have some beams to direct us. Today the best scholars of the 
younger two or three generations—among whom Armando Sapori holds one 
of the foremost places—have gone back to the search for the facts and to 
the inquiry into those shades and nuances that alone can transform the 
sketches of the pioneers into a real picture. Signor Sapori does not yield to 
the temptation of rushing to flimsy, if brilliant, general conclusions. He 
ploughs deeper and deeper into a well-defined field, always keeping in mind 
the great questions which are awaiting an answer, and which can be 
properly answered only by tackling difficulties one by one. With him, the 
advance may be slower than with the great old masters; but it is steady and 
unfailing. 

The war prevented scholars in this country from receiving Sapori’s latest 
volume, Studi di storia economica medievale, when it first appeared in 1940. 
Thus our acquaintance begins with the second, enlarged edition, of 1947.1 
In a thick volume of nearly a thousand pages, he has assembled twenty-six 
articles which he had published at various tirnes between 1921 and 1947— 
many of them in magazines extremely rare in our libraries—and which 
receive an entirely new light from being placed side by side and supplied 
with an exhaustive index of names, subjects, and consulted works. (The 
latter, which includes some eight hundred titles, amounts to a general 
bibliography of medieval economic history of Europe.) Each essay clarifies 
important points of detail. Together, they present a vivid and cogent inter- 
pretation of the Commercial Revolution, seen from the vantage point of a 


1A, Sapori, Studi di storia economica medievale (Florence: Sansoni, 1947), pp. xxii, 908. 
Lire 1,600. 
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scholar whose home is in the heart of Italy, “the pioneer country in which 
the destiny of Europe was decided .. . . in the economic field.” * Some of 
the views expressed by Signor Sapori in the earliest essays included in the 
volume, or in his excellent works on the Florentine companies of the Bardi, 
Peruzzi, and Del Bene, have already won general acceptance and supplied 
a stimulus for other writers to carry out similar investigations in the related 
fields.* But even the oldest articles have lost nothing of their freshness and 
usefulness as pointers to advantageous trails and as monographs rooted in 
the most careful documentary research. Signor Sapori is one of the most 
active discoverers and publishers of medieval account books.* From these, 
and from the notarial records—the other paramount source of information 
on medieval business—comes the larger part of the evidence piled up in his 
footnotes and appendixes. But every kind of record one can think of con- 
tributes something: private correspondence, financial rolls, chronicles, mathe- 
matical and geographical treatises, books of philosophy and law, and so 
forth. Thus business theory and commercial practice, ideals and reality, 
promises and fulfillments can be constantly compared and checked against 
each other. 

Several essays are especially concerned with this relation between theory 
and practice. “Doctrinaires” and practical men, during the Middle Ages as 
well as today, do not always follow parallel paths; but neither is either group 
impervious to the influences exerted by the other. Aquinas, a theoretician, 
lived in an epoch of rapidly fluctuating prices and of unstable balance 
between demand and offer. He conceded that the just price of grain could be 
influenced by circumstances of time and space; he did not concede that a 
merchant could artificially create these circumstances, that is, “create 
scarcity.” Legislation in his time upheld the same views, with the support 
of popular opinion. This resulted in a series of practical measures, one of 
which, among the many cited by Sapori, seems to deserve particular attention 
as a workable compromise voluntarily adopted by an important guild, the 
Calimala (the Florentine importers and refinishers of northern European 
cloth). The guild ordered every piece of woolen to be “tagged” with the 
indication of the original sale price and a number of additional cost items 
(such as wrappings, tolls, tips to porters, and so forth), which presumably 
would have to be borne by any guild member in the same amount, regardless 
of his ability as a businessman. The tag was to bear no writings but inden- 
tures, so that even illiterate buyers could see what additional charge was made 
by the seller. The latter was free to set the final price, but the customer 


2 Introduction, p. xiii. Armando Sapori was born in Siena and is professor of history in the 
University of Florence. 

3 A. Sapori, La Crisi delle Compagnie mercantili dei Bardi e dei Peruzzi (Florence, 1926); 
Una Compagnia di Calimala ai primi del Trecento (Florence, 1932). 

* Namely, I libri di commercio dei Peruzzi (Milan, 1934); I libri della ragione bancaria det 
Gianfigliazzi (Milan, 1947); Liber Tercius Friscombaldorum (Florence, 1947). 
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could decide whether, in his opinion, this price was “just.” Further, not even 
canonists denied that the “just price” should provide a remuneration for the 
merchant, a reward proportionate to the merchant’s rank in the God-willed 
hierarchy of classes and professions. Legislation, backed by public opinion, 
concurred. Thus a tag-using Calimala merchant made an average profit of 
12 per cent, but food sellers made much less, and a barber, in near-by Pisa, 
was not allowed to charge more than a penny for a shave.” 

“Usury,” a special case of just price (or, rather, of “unjust price,” for money, 
according to canonists, ought to be lent free of charge), saw a much deeper 
split between extreme doctrinaires and hard-boiled businessmen. Common 
sense, however, steadily pressed both parties toward an unwritten compro- 
mise. Consumption loans, which we would call usury, were extended at a 
rate above 20 per cent, whereas the average rate for commercial loans, and 
also for the public debt in Florence, was between 7 and 15 per cent, no more 
than the profit that could be expected in other business operations. Innumer- 
able documents cited by Signor Sapori show that, whatever the letter of the 
law, the merchant extending commercial credit was usually uncensured by 
lay and even ecclesiastical authorities. Nor was he really haunted by fear 
of hell. Usually he assigned in his will a token sum for restitution of interest 
charged “until the moment of death,” thus showing that he had no intention 
of quitting lending practices up to the very last. He showed his religiousness 
more wholeheartedly by endowing generously churches and charities, or 
even, in the characteristic example of the Bardi company, by including God, 
“Messer Domeneddio,” among the partners and by assigning Him the 
dividends pertaining to His share. Real usurers, instead, often had trouble 
with the authorities and in their own conscience. They might thrive during 
a long life, but their last will might be such as that of Bartolomeo Cocchi- 
Compagni, who devoted his entire succession to the restitution of usury, and 
their last hour might be such as that of Scaglia Tifi, who awaited death on 
the bare floor of a church in Besancon. It is worth noting that the church 
nevertheless grabbed the succession of the latter, not on grounds of usury, but 
by means of trumped-up charges of heresy; whereas some leniency was 
shown in regard to Cocchi-Compagni, as gifts made by the borrowers were 
not reckoned as usury if it could be proved that they were unsolicited 
and free.® 

Still more important are the essays devoted to the organization, manage- 
ment, and development of the compagnia, the partnership which was the 
backbone of trade and credit in medieval overland business. Signor Sapori 


5 At this point it may be asked whether in our own time most people would not be shocked 
at seeing a barber earning as much as the president of a great textile mill, or whether black- 
market operations find more sympathy than they did in the Middle Ages. 

®It is worth noting that Abu Ishaq, a prominent Muslim lawyer of the eleventh century, 
found a similar solution when he stated that it was not forbidden for a borrower to pay more 
than he had received, provided he did so of his free will. See my section on “The Muslim 
World” in Cambridge Economic History, Vol. I. 
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audits for us the entire body of accounting of the Peruzzi company during 
forty years, and reconstructs the rolls of employees of the Bardi company as 
well as the employees’ personal records. He unfolds the dramatic story of the 
rise and downfall of the Frescobaldi company in England, and pieces 
together the hitherto obscure vicissitudes of the Gianfigliazzi company in 
southern France, whose durable, if dubious, fame had rested only upon 
Dante’s placing them in hell with the usurers. (Sapori inclines to agree with 
Dante.) Other chapters define the legal responsibility of company partners, 
follow the investments of merchants in real estate, clarify the functions of 
the fattori (factors, salaried employees having no share in the profits or 
liabilities of the company) and of the scrivani (accountants, not to be con- 
fused with those whom sources call ragionieri). A well-rounded essay throws 
light upon the high standard of culture of the merchant, his thorough pro- 
fessional training, and the simple, but ingenious and efficient, instruments 
that helped him in choosing his investments and markets and in keeping 
accounts. Each chapter is chock-full of precise information drawn from a 
fabulously rich store of documents, and presented with wit and wisdom. 
Signor Sapori is obviously sympathetic with the heroes of his play, but he is 
wary of indiscriminate praise and often points out shortcomings and defects 
that mar an otherwise splendid record of cleverness, industriousness, and 
daring. 

Without attempting to summarize in a few lines essays so dense and sug- 
gestive, let me mention briefly some of the specific points they bring out. 
Against Senigaglia, Arcangeli, and Chiaudano, Signor Sapori maintains 
that the partners of Tuscan compagnie, which originated in the family 
communion of goods, never ceased to be held unlimitedly liable for the 
cbligations entered upon by any one of them. The only deviation that can 
be noticed (if it can be called a deviation) is the petition by the members 
of the tottering Bonsignore company of Siena to suspend the principle of 
joint liability, thus making each partner liable only for a percentage of the 
company’s obligation equal to his percentage in the company’s capital. In 
other terms, his indebtedness as a result of failure could still be unlimitedly 
higher than the sum he had invested, but he would not have to carry the 
burdens of his partners in addition to his own. This principle was later 
adopted, for a short time, in the statutes of Siena, but it eventully had to be 
dropped. Signor Sapori, whose demonstration seems to me definitive,’ points 
out that this clause, conservative as it may seem to us, was partly responsible 
for the rapid decline of Siena as a leading center of business. The public 
wanted to nail solidly each and all of the partners to each and all of the 
partnership’s debts. 

Unlimited liability and commercial honesty were the pillars upon which 


7 A reply by M. Chiaudano, “La costituzione di una societa commerciale a Pinerolo nel 1327,” 
Bollettino Storico Bibliografico Subalpino, XLIX (1940), does not affect Sapori’s statements in 
any way. 
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rested the credit enjoyed by the Italian merchant companies; the degree of 
success met by individual partnerships depended chiefly on the capacity of 
the leaders. The capital did not need to be very large, since the entire fortune 
of the partners guaranteed it; in fact, the mere threat of a new progressive 
levy on mobile wealth would persuade a company to effect a reduction of 
capital. The Peruzzi firm, one of the Florentine Big Three in the early four- 
teenth century, after netting, over ten years, profits from 15 to 20 per cent 
yearly for the partners, increased its capital only from £124,000 a fiorini to 
£149,000, and later reduced it to £60,000, chiefly as a means of fiscal evasion. 
But capitals of this size (to which, it is true, one must add the interest-bear- 
ing deposits of the partners and of other men) enabled another of the Big 
Three, the Bardi company, to close its books in 1318 with total assets and 
liabilities balancing at £1,266,775 sol. 11. In a short time a partnership in 
good repute rose to the peak of its wealth and international power. But its 
commitments grew in proportion with its fortune, and the first blow of an ill 
wind shook the entire edifice. And the wind might blow ill from so many 
directions! Then, as soon as rumors of trouble were heard, the mad rush of 
the creditors usually made bankruptcy unavoidable. Unlimited liability, 
which had been the cradle, became the grave of a mighty partnership. 

To escape this fate the merchants were often forced to resort to dishonest 
as well as honest means. Nothing can be more instructive than reading in 
what way the Frescobaldi, one day in control of English customs and of a 
large share of England’s economy, later summoned by the barons to give 
a full account of their financial manipulations, got away, one by one, with 
most of their transportable wealth. Among the means they employed we 
may mention generous tipping to all sorts of men, from jailors to cardinals, 
hiring of such illustrious lawyers as Oldrado da Ponte (whose elaborate 
consilium in their behalf remains among the monuments of legal literature), 
and concealing jewels in a bale of wool. They may have partly deserved 
the abuse piled upon them by the English nobles, but they certainly held the 
accusers in no higher esteem; witness the “piece of advice for those who 
travel to England” by Giovanni Frescobaldi, a distinguished poet as well as 
a shrewd merchant. The last verse is a good sample: “Have your doors 
locked very early.” 

Increasing risks and diminishing profits eventually led a growing num- 
ber of merchants to leave commerce for gentleman farming. Even when the 
conjuncture was favorable, they had begun to acquire estates as a result of 
mortgages and as conservative investments for part of their wealth. Toward 





8 To the Tuscan sources cited by Sapori one might add the Genoese and Venetian materials 
used by Reynolds, Lopez, and Luzzatto, and—from a distant region—the following passage of 
the King’s Mirror, a Norwegian book of the thirteenth century, which has not been sufficiently 
exploited by economic historians: “If you find that the profits of trade bring a decided increase 
to your funds, draw out the two-thirds and invest them in good farm land, for such property 
is generally thought the most secure.’—Transl. L. M. Larson (New York: American 
Scandinavian Foundation, 1917), p. 86. 
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the end of the Middle Ages farms and houses in town could also prove more 
profitable investments than business affairs; but in the period of the great 
demographic and commercial expansion this does not seem to be true, what- 
ever Ricardo and Sombart may have stated in this matter. One of Sapori’s 
most stimulating essays follows, over sixty years of the fourteenth century, 
the rentals paid for certain houses and shops in Florence. In the thirty-year 
period in which the city expanded most rapidly, the rents of four shops rose 
no more than 16.66 per cent. 

We must beware of overstressing the dark side of the picture. In spite of 
restrictions, shortcomings, and failures, the golden age of the Italian mer- 
chant was really golden. The figures of a Villani, which have been so often 
challenged by German scholars “forcing Italian economy to march at the pace 
of (the more sluggish) German economy” (p. xi), are substantially accurate 
statistics of the material and cultural splendor of a medieval Italian city. 
Many of the most inspired pages in Signor Sapori’s book are devoted to this 
splendor. These pages cannot be summarized in a short space. They touch 
special problems, as the peculiar position of the nobility in the Italian business 
world and the precedents of social insurance in Venice; or, sometimes, they 
enlarge the vision to the dazzling parade of Italian business leaders in the 
medieval international theater. The latter work, which derives from a paper 
read at the International Convention of Historical Studies in Zurich, makes 
one feel more deeply the desire that Sapori himself may write that “essay of 
economic history over many centuries .... with Italy as its center” which he 
mentions in his Preface as an unsatisfied want. The outline is in part already 
there. 

It hardly would be worth while to indicate such minor slips as will inevita- 
bly occur in a book of this size and importance.” There is only one general 
criticism that I feel entitled to make. The publication in one volume of 
articles written separately has left several duplications and repetitions— 
sometimes, even of a sentence or two. We hope Signor Sapori will eliminate 
these repetitions in a third enlarged edition of his book, and we trust that 
the third edition will come soon, for the second is an instrument of work 
which all economic historians will want to keep within reach. 


Yale University Rosert S. Lopez 


®8 Three examples, however, will be in order. P. 278, “Filippo II di Valois,” read: ‘Filippo 
VI”; p. 585, n. 6, 1. 3, “1310,” read: “1300”; p. 718, “gli Zaccaria di Negroponte,” read: “gli 
Zaccaria di Scio e Focea.” 








Reviews of Books 


SOCIAL AND ECONOMIC THOUGHT 


From Max Weber: Essays in Sociology. ‘Translated, edited, and with an Intro- 
duction by H. H. Gerth and C. Wright Mills. New York: Oxford University 
Press, 1946. Pp. xi, 490. $6.00. 

Max Weber: The Theory of Social and Economic Organization. Translated by 
A. M. Henderson and Talcott Parsons. Edited with an Introduction by Talcott 
Parsons. New York: Oxford University Press, 1947. Pp. x, 436. $6.00. 


The publication of these volumes more than doubles the amount of Max 
Weber’s scientific work that has been made available in English. To scholars 
who lack facility in German as well as to the many others who have been baffled 
by the intricacies of Weber’s prose, material is now accessible for more adequate 
appreciation of the range and cogency of his commanding intellect. In particular, 
important portions of his incomplete magnum opus, Wirtschaft und Gesellschaft, 
can be more readily studied. Weber’s influence may now be exerted in other 
directions than in the studies of stratification, bureaucracy, and the sociology of 
religion, which have received impetus from his work. 

The Essays, the first of the volumes under review, is the broader in scope. It 
includes some sections from the second part of Wirtschaft und Gesellschaft in 
which Weber illustrates his typology of power and prestige; several excerpts from 
Weber’s comparative studies in the economic ethos of the great world religions; 
a couple of articles analyzing the impact of industrialism on social structure in 
eastern Germany; and, above all, the remarkable lectures on “Politics as a Voca- 
tion” and “Science as a Vocation.” These lectures, commencing with an account 
of the objective conditions for careers in politics and science, proceed by way of 
analysis of basic characteristics and presuppositions to a declaration of Weber’s 
belief in an “ethic of responsibility.” They display the politician-scholar in his 
broadest sweep. They are almost as timely to read today as when delivered to the 
students at Munich in the winter of 1918-1919. Of special interest to economic 
historians is “The Protestant Sects and the Spirit of Capitalism” based in part on 
materials gathered in the United States in 1904. Since it clarifies considerably 
Weber’s contentions in his most famous essay, it should have been included when 
The Protestant Ethic was translated twenty years ago. 

The volume to be referred to as Theory presents the entire text of the first part 
of Wirtschaft und Gesellschaft. Its conceptual character is fairly indicated by the 
chapter headings in translation: “The Fundamental Concepts of Sociology,” 
“Sociological Categories of Economic Action,” “The Types of Authority and 
Imperative Co-ordination,” and “Social Stratification and Class Structure.” The 
conceptual scheme here elaborated, derived by abstraction from his extensive 
historical explorations, was set down in summary fashion by Weber in the clos- 
ing months of his life. It does not constitute a complete, systematic theory of 
society and history. Weber thought such a task scientifically impossible. It does 
constitute the framework of a fairly consistent scheme of sociological analysis, 
which he found applicable and helpful in the understanding of the subject 
matters of the various historical and social sciences. 
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For economic historians, the second chapter of the Theory will be doubtless 
the most rewarding. It can be read independently of the rest of the volume. 
Weber concedes that for the complete explanation of the concrete phenomena of 
economic history value theory is important and indeed indispensable. Here he 
leaves it to one side, drawing upon his vast erudition to construct a nearly 
exhaustive typology of historically distinguishable market structures, division of 
labor (technical and social) and property (“forms of appropriation”). As he 
expounds this conceptual scheme, he seizes the opportunity to indicate what he 
regards as the decisive structural features of modern industrial capitalism and its 
points of dynamic tension. Supply, demand, and prices form a system tending to 
a maximum of formal rationality where there is a market, and vice versa, he 
seems to say. But what are the structural conditions under which such a market 
can actually exist? The modern economic system is so far from being “natural” 
and its relative rationality so far from being a determinate trend, that its very 
rationality tends to be self-limiting and is the basis of a highly precarious and 
instable state of affairs, which may easily break down in the direction of some 
sort of traditionalism or piety, with profound consequences for every aspect of 
modern society. He explains that socialist planning would by no means eliminate 
the more crucial problems. As Parsons points out, Weber has presented “the 
framework of a unique kind of analysis of the modern economic order. It is 
unique in that it starts from all the main definitions of the facts which have been 
current in economic science, but brings to bear upon them a different perspective 
and a quite new institutional kind of analysis. It is probably . . . . the most suc- 
cessful essay into the field of ‘economic sociology’ which has yet been attempted” 
(pp. 53-54). This is not to say that Weber’s scheme is exhaustive or free from 
defect, nor that the theses with which he illustrates its application are beyond 
criticism. The suggestion is rather that we have here a more fruitful point of 
departure for institutional analysis than has been derivable from the work of 
Sombart, Veblen, or Gras. 

It is not to be inferred from the trend taken by Weber’s later work that he 
proposed the replacement of economic history or any of the special social sciences 
by a sort of comprehensive sociology. As to the former, he consistently held a 
position similar to that of Rickert, drawing a logical distinction between his- 
torical or individualizing sciences and such generalizing sciences as sociology or 
economics. No scientific analysis, in the generalizing sense, can exhaust the con- 
crete individuality of empirical historical phenomena. But the general and the 
particular which the various disciplines seek to understand are not alien to each 
other. Their common ground is the fact that real individuals are motivated to 
social action in various ways that give rise to the complexities of their social 
relationships and thus further complicate their motivation. Weber grasped, as 
few of his contemporaries did, that both for historical and sociological inquiry 
the motivations of individual men and the structure of their social relationships 
need to be treated within a common frame of reference. Collective behavior is 
not to be understood in terms of individual drives (wants), nor as a system 
irrelevant to the understandable strivings of individual men. The formal economic 
rationality of the modern market system thus is to be interpreted as dependent 
upon substantial features of social organization that enter actively into the total 
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motivations of individuals and that are continuously dependent for their existence 
upon the range of actions of the latter. 

The lengthy editorial introductions to these two volumes are not their least 
attractive feature. They help to render a full-length critique of Weber dispensa- 
ble at this time. Long as they are, the introductions are for the most part comple- 
mentary. Gerth and Mills focus upon Weber’s personality, his career, internal 
tensions, political interests, and general intellectual orientations. Parsons provides 
a more critical analysis of his methodology and an excellent summary of its appli- 
cation to the special fields of economic and political organization. Both leave 
aspects of Weber’s work of interest to economic historians relatively unexplored. 

The problems of translating Weber are formidable. His tightly packed, Gothic 
sentences are not easy reading even for Germans. His powers of conceptual 
invention far outran the resources of either German or English. On the whole, 
Henderson and Parsons have done the more idiomatic and accurate job, especially 
when account is taken of their plentiful editorial notes dealing with particular 
translation problems. Too many “Teutonisms” creep into the work of Gerth and 
Mills, notably in the chapter on “Bureaucracy,” and the fine shadings of numer- 
ous historical illustrations elude them. 

British and American publishers have been presenting Weber to us in snip- 
pets and segments. We learn that a further section from his magnum opus, that 
dealing with the sociology of law, is on its way. With that we shall still be lacking 
more than half of the Wirtschaft und Gesellschaft, not to speak of the bulk of 
his collected papers. It is interesting to note that the Spanish-speaking world has 
had access to the entire text of Wirtschaft und Gesellschaft for several years 
through the offices of the Fondo de Cultura Econémica at Mexico City. 


Wellesley College Letanp H. Jenxs 


Des Mouvements économiques généraux. By Léon H. Dupriez. Louvain: 
Institut de Recherches Economiques et Sociales, 1947. Volume I, pp. xi, 5523 
Volume II, pp. 648. Fr. 475. 


When the German armies invaded western Europe in the spring of 1940, 
many economists withdrew from active public life and suddenly found ample 
time to put their theoretical reflections on paper. The two volumes of Léon H. 
Dupriez’s book, together comprising more than 1,200 pages, belong in this cate- 
gory. They were written in the period between the summer of 1940 and May 
1944, but not published until 1947. Their author received an additional stimulus 
from the fact that all research was temporarily made impossible because of the 
bombing of the University Library of Louvain which also destroyed the Institut 
de Recherches Economiques of which he has been a director for many years. 

The book consists of four parts. Part I is devoted to a theoretical discussion 
of economic movements and equilibrium concepts in general; Part II to the 
secular expansion of the economy; and Parts III and IV to an examination of the 
long waves and the problems of the business cycle. 

The method followed consists in reviewing the theories of the classics in the 
light of factual experience in the nineteenth and twentieth centuries. Jean 
Baptiste Say’s famous “loi des débouchés” and its evolution under influence of 
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the critical examination of later writers is one of the basic elements in the dis- 
cussion. The problem of full employment is thus seen as a modern version of 
studies starting with Say’s law. 

This historical method helps to explain the author’s attitude toward govern- 
ment controls and planning. What he reproaches the planners for is that they 
do not fully recognize the essential factors that made progress possible under the 
system of economic freedom. They underestimated the essentia! role of dynamic 
factors, and thus, because they wanted security, they sacrificed progress. The 
criticism has been heard before. What distinguishes Dupriez from kindred 
spirits is that he is thoroughly familiar with the results of modern statistical 
research and makes intensive use of that method himself. However, his argu- 
ments are not always based on results that are detailed and accurate enough to be 
convincing. On the other hand, the experience obtained from economic planning 
in many countries puts new problems to economists, and in future discussions 
points raised by Dupriez may prove to be essential. Perhaps it should not be 
overlooked that the book was written during the war under the fresh impres- 
sion of the rigid controls imposed by the enemy upon western Europe. The 
righteousness of some of M. Dupriez’s arguments is thus not disputed by planners 
today. 

From the point of view of the foreign student, the parts dealing with the 
analysis of facts are perhaps the most important. The titles of the chapters on 
secular expansion (“Population, Component of Secular Expansion”; “Technical 
Progress, Component of Secular Expansion”; “Human Organization and Geo- 
graphical Development, Factors of Secular Expansion”; “The Imputation of the 
Expansion between the Factors of Production”) may give some idea of the 
wealth of information contained in this book. Data from well-known sources 
have been assembled together with less-known statistics for Belgium, compiled by 
the Institut de Recherches Economiques. The industrial development of Belgium 
shows interesting aspects that, owing to lack of statistical data, have been little 
explored. In this respect, M. Dupriez’s book, to which appendixes have been added 
giving sources and tables, certainly fills a need. It is a pity that the book is 
written in a rather lengthy style which may make it less accessible to readers in 
the English-speaking countries. 


Great Neck, Long Island J. B. D. Derksen 


German Theories of the Corporative State with Special Reference to the Period 
1870-1919. By Ralph H. Bowen. New York: Whittlesey House-McGraw-Hill 
Book Company, 1947. Pp. viii, 243. $2.75. 


The facile identification of everything German with everything Nazi and vice 
versa which provided such convenient hunting grounds for a flock of half- 
educated writers during the past eight years is here replaced by a careful and dis- 
criminating scholarship which sorts the wheat from the chaff. Ralph Bowen, a 
historian of the school of Carlton J. H. Hayes, lifts the range of ideas that have 
been an important element in German political thought out of the confusion 
created by wartime propaganda. He shows in five consecutive chapters how Ger- 
man corporatist doctrines evolved from Fichte’s notions regarding the closed com- 























Social and Economic Thought "3 





mercial state to the ideas of social Catholicism, monarchical socialism, and the 
idea of a co-operative collective economy, as expounded by such men as Rathe- 
nau and Moellendorff. The fact that these ideas were exploited by the National 
Socialist tyranny as were so many other defensible ideas (who would not be in 
favor of Gemeinnutz geht vor Eigennutz) may give the twentieth century pause 
to inquire closely whenever a popular orator comes along with suggestions for 
corporative institutional patterns. It does not necessarily mean that they were 
unsound, and Bowen shows by drawing distinctions how varied such ideas in 
fact are. 

Any student of representation would anyhow be grateful to Bowen if only for 
the skill with which he has brought together the ideological antecedents of what 
became the German National Economic Council. The representation of “interest 
groups” has been discussed by pluralists, guild socialists, and students of adminis- 
tration and legislative process in this country. An emotional and antirational con- 
servatism is nevertheless a striking feature of much corporatism, not only in 
Germany. It constitutes a reaction to the excessive rationalism of a “managerial 
society,” whether capitalist or collectivist. It seeks to recapture a sense of “com- 
munal belonging” while retaining the vast complexity of modern industrial 
society. 

After an able survey of German corporatist doctrines before 1870, covering 
inter alios Fichte’s, Adam Mueller’s, Hegel’s, and Marlo’s ideas on the Stande- 
staat, Bowen proceeds to show that social Catholicism has always found in cor- 
poratism a ready answer to the “social problem.” The Pan-European program 
as finally embodied in Quadragesimo Anno (1931) had, as Bowen proves, its 
German as well as French, Belgian, and Austrian roots. Ketteler’s and Hitze’s 
ideas were essentially a modernization of a craft-guild tradition reaching back to 
the Middle Ages, and it is this medieval heritage which provides the common 
ground for all these theorists. 

The most interesting parts of the book are the two chapters on “Monarchical 
Socialism” and “German Collective Economy” in which the uneasy transition 
from Bismarck’s semifeudal stdndische ideas to the planned guild socialist 
economy of Rathenau and Moellendorff is traced. The fateful amalgam of feud- 
alism (including its militarist aspect) and industrialism (including its imperialist 
side) is seen here as embroidered and to some extent hidden behind a facade of 
idealizing concepts. Community is urged against association, organic unity 
against atomic dispersion, co-operation against competition. When presented in 
such dichotomies, the sentimental German Bérger had little doubt where his 
allegiance lay; he all too frequently overlooked the harsh facts of class interest 
and dynastic ambition which such generalities served to obscure. The reader is 
thus enabled to gain further insight into the unholy alliance of imperialist mili- 
tarism and ex cathedra socialism @ Ja Schaffle, Wagner, and Schmoller which pre- 
vented the maturing of the German bourgeoisie, politically speaking, and thus 
prepared the way for the failure of the Weimar Republic and the fiasco of the 
Hitler tyranny. Bowen is right in saying that the Nazis were not corporatists; yet 
one must hope that this particular form of political romanticism will not be 
revived in Germany, France, or anywhere else. 


Harvard University C. J. Frrepricw 
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The Development of Public Opinion in Manchester, 1780-1820. By Leon Souti- 
erre Marshall. Syracuse: Syracuse University Press, 1946. Pp. xi, 274. $2.50. 


After the era of sweeping generalizations about the Industrial Revolution came a 
period of intensive studies of individual industries in particular areas, which 
served to correct earlier misunderstandings and to reinforce sound views with 
abundant evidence. Investigations of this type have been confined largely to 
industry, however, while the history of thought has been pursued with rather 
perfunctory reference to the circumstances in which new concepts emerged and 
won acceptance. A study combining the history of ideas and political and social 
history in closely knit relation is especially desirable and can be made most 
effectively through an investigation in local history. The choice of Manchester in 
this case is obviously a happy one, both because of the part played by Man- 
chester in the industrialization of England and also because of the influence in 
nineteenth-century England of the political, economic, and social ideas of the 
“Manchester School” of thought. 

Reaching his climax in an account of the liberalism of 1820 in Manchester, Mr. 
Marshall traces the emergence of liberal principles during the previous forty 
years, using local newspapers and pamphlets, as well as papers of the Home 
Office and some other manuscripts. Since “popular opinion” is frequently 
associated with controversy, both as stimulant and product, a series of contro- 
versies that stirred Manchester’s population deeply are prominent in the story. 
These include such questions as how to meet economic distress, improve public 
health, protect children in factories, encourage popular education, better local 
government, and widen representation in Parliament. Always the emphasis is on 
the interplay of circumstances and ideas. Hence the author describes the Man- 
chester of old, where traditional attitudes and interests dominated men’s outlook, 
and then shows how economic change led to social change, bringing new classes 
and new needs. As the ideas called forth by attempts to meet different situations 
clashed with those inherited from the old order, for a time, although to a less 
extent than in some other communities, vested interests were pitted against those 
of the new classes, both industrialists and workers, while these in turn were hos- 
tile to each other. Such conflicts prevented the appearance of generally accepted 
public opinion. It was the distinctive achievement of the leaders of Manchester 
that they found in liberalism a common ground acceptable to nearly all classes and 
interests in the town, and that, having done so, they recognized the power of 
public opinion and used it to bring the reluctant government of England to adopt 
policies that were in accord with its program. 

Although Mr. Marshall recognizes that influences such as the Enlightenment, 
Wesleyan Methodism, and the French Revolution played a part in this develop- 
ment, the chief sources of it he finds in the situations that existed in the rapidly 
growing industrial town. Reformers of various types gradually broke down con- 
servative opposition, and they triumphed when they combined political and eco- 
nomic liberalism in a program which appealed at once to employers and 
employed, capitalists and the poor. The conviction became general in Manchester 
that eliminating all advantages to special interests (notably protection to agri- 
culture) was essential to the prosperity of the community. Furthermore, it was 
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agreed that the community must take greater responsibility for social well-being, 
and that there must be wider representation in Parliament. 

In developing his theme the author describes not only conditions in Man- 
chester, and its institutions and its controversies, but also its cultural organiza- 
tions, personalities (ranging from corrupt or competent officials to philanthro- 
pists and political agitators), instruments of opinion (especially newspapers), and 
techniques of agitation, all as parts of a concrete picture of the stirring life of the 
town. Although the material presented is not startlingly new, the use to which 
it is put in relating it all to a movement that came to dominate not only Man- 
chester but also England for many years is a real contribution. 

In view of the interesting and significant subject and the careful research 
devoted to it, it is a matter of regret that mention must be made of the disap- 
pointing presentation of it. Typographical errors are numerous, including mis- 
spelling of proper names in both text and bibliography, while some grammatical 
errors have escaped correction. The result is an unfortunate first impression that 
is reinforced by lapses in style from clear-cut, direct simplicity into confusing 
technical verbiage. 


Wellesley College JupirH Brow WIttiaMs 


Staatswirtschaftslehre des Kameralismus. By Anton Tautscher. Berne, Switzer- 
land: A. Francke AG. Verlag, 1947. Pp. 127. Swiss fr. 14.50. 


The German form of mercantilism known as cameralism has usually been 
regarded by scholars as a technique of government, not as a theory of economic 
behavior. Mr. Tautscher, who is a professor at the University of Graz, is of the 
opinion that this view is inaccurate and is based upon a misunderstanding of 
the true nature of the cameralist teachings. He claims that the cameralists studied 
the nature of economic phenomena. Their writings were not just handbooks for 
bureaucrats, as others have asserted, but presented the practical applications of 
their economic theory. This theory, the author states, was “an accurate and 
genuine theory of economy” which holds up under any test “so long as economic 
theory is not limited to theories of exchange and price” (p. 9). 

The basic tenet of the “theory,” as it is outlined by Mr. Tautscher, was that 
the ultimate end of the state was the general welfare. This could be attained, 
according to the cameralists, only through complete state control of the economy. 
The state was to serve as the co-ordinator and director of the factors of produc- 
tion (agriculture, industry, and trade) in order to effect maximal efficiency in the 
operation of the entire economy. The proper functioning of the economy of the 
government itself (Staatswirtschaft) was, therefore, the primary requisite for the 
most efficient and beneficial functioning of the entire economy (Volkswirtschaft). 
A synthesis of the precepts formulated by the cameralists for the proper con- 
ducting of the Staatswirtschaft forms the bulk of the book. 

Mr. Tautscher’s study actually confirms that view of cameralism which he set 
out to correct. References to what is generally considered economic theory occur 
infrequently and then in rudimentary form in his study. The material he presents 
shows that cameralism was a systematization of the standing operating procedure 
of the states in which the cameralists were officials. They were interested primarily 
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in the art of government as practiced by the absolutist princes of central Europe. 
Their chief purpose was to instruct these princes and their officials in methods 
of increasing the princely revenues. They dealt with economic relations as merely 
incidental to administrative technology. 

When the cameralists posited the general welfare as the end of the state, their 
assumption was that this end was best achieved by the absolutist state in which all 
property was considered to be at the disposal of the ruler. They made no attempt 
to analyze or justify this assumption. Mr. Tautscher does not explain this lack 
of analysis because he does not relate the cameralists to their absolutist milieu. 
In fact, he apparently makes the same assumption. In the concluding section he 
states that the Staatswirtschaft has once again become the directing and dynamic 
force in economic life and claims that the fundamentals of cameralism will prove 
of much value in the formulation of an adequate theory to fit the present situa- 
tion. Mr. Tautscher informs us that no one has as yet worked out this theory, 
but that he hopes to fill this need in the near future. 

The author has gone through the voluminous cameralist literature in search of 
his material and has provided ample citations. His work is therefore useful 
because it offers a convenient, annotated summary of much of the cameralist 
teachings. A remarkable omission, however, is his failure to supply a description 
of the doctrines of the cameralists regarding population. 


Princeton University JEROME BLuM 


Modern Economic Thought, The American Contribution. By Allan Garfield 
Gruchy. New York: Prentice-Hall, 1947. Pp. xiii, 670. $4.25. 


Generally speaking, the economics in highest repute in American academic 
halls has followed or been in accord with the English tradition. But here, in con- 
trast to England, heterodoxy has been rather widespread though its scope and 
intensity have varied from time to time. Where England tolerated a John Hobson 
only as a temporary lecturer in extension classes, America has placed heterodox 
thinkers in leading chairs. 

This climate of heterodoxy in America is a unique phenomenon in economic 
thought, and it is this development that Allan G. Gruchy seeks to portray and 
evaluate in his massive Modern Economic Thought. He proceeds through an 
analysis of six figures, each representing a type—Thorstein Veblen, John R. 
Commons, Wesley C. Mitchell, John Maurice Clark, Rexford G. Tugwell, and 
Gardner C. Means. Veblen of course has long been subject to extended treatment, 
and Paul T. Homan presented a detailed analysis of Mitchell as well as of Veblen 
in his Contemporary Economic Thought. But Mr. Gruchy’s work is the first 
attempt to treat in detail a relatively large group of recent American thinkers. He 
has gone far beyond the contributions by which each writer is most popularly 
known, like Mitchell’s Business Cycles and Clark’s Economics of Overhead Costs; 
he has read their many writings and addresses. By so doing, Mr. Gruchy has been 
able to make available within the covers of one book their extensive range of ideas 
and insights, especially for the older group—Veblen, Commons, Mitchell, and 
Clark. Not least of the merits of the book are the extensive bibliographies not 
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only of the particular economists discussed but of the heterodox literature as a 
whole. 

Perhaps the most striking feature of Modern Economic Thought is the presen- 
tation of the schemes of national planning entertained by these economists. If at 
times the point seems rather elusive, this flows at least in part from the complex- 
ities of the subject. Mr. Gruchy has ventured into the realms of philosophy, psy- 
chology, and sociology for aid in exploring the nature of the postulates of his 
authors. 

There is some question whether Gardner Means should be included in this 
group. Most of his important works were done with collaborators, and as Gruchy 
himself states in a footnote: “As many of Means’ publications are joint products, 
it is not always possible for the reader to disentangle easily his specific contribu- 
tions” (p. 476). 

Mr. Gruchy’s discussion is complicated by his effort to find a common approach 
for all these writers in the “holism” of Jan Christiaan Smuts. The attempt creates 
vagueness and confusion. But more than that, it is rather disconcerting that 
after establishing on behalf of his writers a quasi independence from the older 
English tradition, Gruchy seeks his unifying principle from the philosophy of a 
citizen of the Union of South Africa. 

The most serious shortcoming in this commendable work is Gruchy’s evalua- 
tions. In his effort to give a balanced judgment, he has, without regard to con- 
sistency, taken over the merits and defects pointed out by previous critics of the 
men under discussion. Certainly it is naive for Gruchy to repeat the criticism that 
one of the grave deficiencies of Veblen is that the “elements of his system of 
economic thought .... are scattered over many essays and volumes” (p. 126). 

On the whole, however, by emphasizing the rich store of ideas that the Amer- 
ican heterodox economists developed, Mr. Gruchy has rendered a real service. His 
book should call attention to the grave need for exploring the work and contribu- 
tions of American economists. 


Columbia University JosepH DorFMAN 


The Problem of War in Nineteenth Century Economic Thought. By Edmund 
Silberner. Translated by Alexander H. Krappe. Princeton: Princeton Uni- 
versity Press, 1946. Pp. xiv, 322. $3.00. 


An evaluation of Mr. Silberner’s book depends very much on one’s idea of 
what a study of the problem of war in economic thought should contain. If the 
reader expects from such a study nothing but a résumé of the various ways in 
which leading thinkers of the several economic schools have expressed themselves 
on the problem of war, he will be largely satisfied by Mr. Silberner’s work. The 
author deals first with the main representatives of the classical and liberal schools, 
chiefly Malthus, Ricardo, James Mill, Say, Bastiat, and Molinari. Then, in what 
is probably the most substantial chapter of the book, he discusses List as the main 
representative of the protectionist school, and the remainder of the book is devoted 
to the principal writers of the historical school and of the socialists, pre-Marxian 
and Marxian. As far as I can judge, Mr. Silberner has carefully studied the works 
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of the economic writers of these various schools from the point of view of what 
they have to say about war, and has taken into consideration not only their well- 
known works, but also less easily available and half-forgotten detailed studies. 
Thus Mr. Silberner’s book should certainly be of great interest to all historians of 
economic thought. 

Yet even if the frame of reference is restricted to reproduction of the views of 
leading economic theorists on war, his book is open to certain criticisms. Mr. 
Silberner confines his study to the nineteenth century and justifies this chrono- 
logical limitation by saying that “in our field the beginning of the twentieth 
century opens up a new period, marked by the theories of economic imperialism. 
These have already been the subject of a number of studies, a few of which are 
mentioned in the last chapter” (p. viii). Yet because of the existence of previous 
analyses of the theory of imperialism, it should have been easy for Mr. Silberner 
to add a chapter on imperialism and to bring his story up to World War I. In 
mentioning Norman Angell, in discussing Joseph Chamberlain’s friend Cunning- 
ham and Schmoller’s literary activity for a German navy, Mr. Silberner gets 
rather squarely into the twentieth century and into the age of imperialism. 
Moreover, the theories of imperialism are, to a certain extent, an outgrowth of 
protectionist and socialist ideas, which Mr. Silberner explains at length; they 
form the concomitant of what he has analyzed. It would have been much more 
natural, therefore, to end with World War I, where the real break, which placed 
the discussion of the relation between economic life and war on a new basis, 
occurred. 

A more serious objection concerns the relative emphasis given to the various 
schools of economic thought. More than one third of the book discusses the 
classicists and the liberals, and although a few of the ideas of their leading figures 
are interesting, in particular, Malthus’ idea of war as a necessary check on the 
increase of population and Molinari’s analysis of the interests of the ruling classes 
in war, in general all the writers of these schools agree on the same fundamental 
principle, namely that free trade will eliminate war. They thereby only repeat 
ideas developed in the eighteenth century, as Mr. Silberner knows very well and 
explicitly emphasizes in the case of Bastiat. In contrast to the 130 pages devoted 
to writers who have nothing very original to say on the problem of war, the 
German historical school—Roscher, Knies, von Stein, Schaffle, and Schmoller— 
is treated in only twenty pages. Although this distribution of space might cor- 
respond to the importance of these various schools in the development of 
economic theory in general, it is certainly not justified in a book on the problem 
of war, because, all shortcomings of the historical school admitted, the writers of 
this school have certainly given much more attention than the liberals to the 
problems of war and military institutions. They are more original with regard 
to this particular problem, and their ideas should not only have been briefly 
mentioned but analyzed in detail. 

This raises a much more fundamental question. Can a study limited to the 
reproduction of the views of a few selected economic theorists on war be 
regarded as a sufficient treatment of the problem of war in economic thought? 
In several instances, as Schmoller’s pro-navy stand, it is evident that theories were 
made to fit “outside” political influences and needs. Furthermore, from certain 
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passages of Mr. Silberner’s book, it can be deduced that concrete historical situa- 
tions, as the transition from war to peace after the Napoleonic wars, have given 
new impetus to economic theory and have opened new vistas. Should it not 
have been necessary, in a study of war in economic thought, to ask to what 
extent political demands patterned and changed economic theories, and to what 
extent analysis of concrete historical situations determined the course of economic 
theory? Mr. Silberner states that he purposely omits discussion of the social back- 
ground of the various economic writers because this has been frequently done. 
But there is a difference between sketching the general political and social back- 
ground of a writer and discussing the relevance of particular political and social 
events for the development of a special problem. Only if that had been done could 
Mr. Silberner have provided an answer to the question that makes his topic 
significant, namely, the problem how it happened that economic theory which, 
at the beginning of the nineteenth century claimed to have a panacea for all 
political ills, at the end of the nineteenth and the beginning of the twentieth 
centuries was transformed into the handmaiden of power politics and different 
political trends. As it stands, Mr. Silberner’s book must be regarded as a 
very useful preliminary study for an investigation of the relation between war 
and economic thought. 


Bryn Mawr College Feiix GILBERT 


PERIOD STUDIES 


Aspects of British Economic History, 1918-1925. By A. C. Pigou. New York: 
The Macmillan Company, 1947. Pp. 259. $3.50. 


The most interesting thing about this book is the author. A. C. Pigou, now 
emeritus professor of political economy in Cambridge University and successor in 
that chair to the great Alfred Marshall, is perhaps the most eminent of living 
economists. In this little volume he steps outside his special field of economic 
theory to make an important contribution to the understanding of some aspects of 
British economic development during the period from the armistice that ended 
World War I in November 1918 to April 1925, when Britain returned to the gold 
standard. Pigou apologizes for the “intrusion by an economist into the domain 
of Economic History,” explaining the deviation as a war casualty when “many of 
us had to do the best we could in jobs for which we were ill equipped.” Most 
of the work was done in 1941-1942 at the request of the British government for 
use in the departments as a guide to economic policy following World War II. 
Pigou’s apology for “intruding” into the field of economic history is interesting 
because it typifies the Anglo-Saxon attitude toward economic theory and economic 
history. Economic theory is typically unhistorical and formalistic whereas 
economic history is supposed to be fact-gathering and untheoretical. In my 
opinion, this view is most unfortunate because it forms a barrier to a closer 
relation between economic theory and economic history, which should take the 
form of a theory of economic development, the need for which it seems to me 
is the most serious deficiency of both disciplines. In my view Pigou should not 
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have apologized for intruding into economic history but should have apologized 
for having ventured so seldom into this field, or, more precisely, for not viewing 
the problem of cumulative change which takes place through historical time as 
the fundamental problem of economics, whether it happens to be investigated 
in the department of economic theory or of economic history. 

Aspects of British Economic History is divided into five parts: introductory, 
employment, production, government intervention in industry, and the monetary 
factor. Each of these aspects is discussed in more or less chronological sequence 
under four time divisions: the Breathing Space, from the armistice to the spring 
of 1919; the Boom, from the spring of 1919 to the spring of 1920; the Slump, 
from the spring of 1920 to the end of 1922; and the Doldrums, from the begin- 
ning of 1923 to the return to gold in April 1925. The Doldrums did not end 
with the return to gold since Britain “remained more or less . . . . becalmed 
until the Wall Street Crash of 1929 heralded a second and greater slump” (p. 7). 
As indicated by the subdivisions, the treatment is primarily in cyclical rather 
than secular terms. Since the problems of contemporary Britain are more of a 
secular than a cyclical nature, the work is probably more important as a historical 
study of the period investigated than as a guide to policy in the present postwar 
era. The considerable contrast between the postwar economic program of the 
present Labour Government and the program of the governments that were in 
power after World War I make it unlikely that the types of mistakes that led to 
the boom, slump, and doldrums in the early 1920’s will have much in common 
with the mistakes that are being or will be made after World War II. In some 
respects the volume is more interesting in relation to contemporary problems in 
the United States, since the fundamental question raised is whether it is possible 
in an unplanned economy to check an inflationary postwar boom (or any other 
boom for that matter) except by depression and unemployment. Although this 
question is clearly posed, it is not definitely answered. Pigou says a better bank- 
rate policy and a less insistent attempt to return to the gold standard would have 
helped to prevent the inflationary postwar expansion from degenerating into 
depression and unemployment; but how much these measures would have helped 
or whether they were strategic elements in the total configuration, he does not 
say. He suggests that the postwar boom was caused to a large extent by the 
replacement of working capital depleted during the war and that the slump of 
1920-1922 was mainly associated with a cessation in the process of accumulating 
working capital (p. 73). As an immediate and accentuating cause he emphasizes 
the psychological reaction of the business community to the building up of 
inventories (p. 185). 

A large part of the book is devoted to statistics of production, employment, and 
wage rates for the economy as a whole with special chapters on shipbuilding, 
housebuilding, and cotton exports. Many of the statistical data are from familiar 
published sources such as Bowley, Colin Clark, and government reports. How- 
ever, use is also made of hitherto unpublished material in the possession of govern- 
ment departments. Most important of these new materials are the so-called Z8 
employment returns covering the period from the beginning of war in 1914 to 
November 1920. Although these data are based on a relatively small sample of 
returns from employers, they represent a type of material not previously available. 
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Pigou’s skill as a master craftsman of economic analysis is everywhere apparent. 
With consummate ease he grasps complicated relations and recognizes the limita- 
tions of technical concepts. Economic historians might well wish he would 
“intrude” more frequently into their field. 


University of Maryland Duptey Ditiarp 


Prosperity Decade: From War to Depression, 1917-1929. By George Soule. [ Vol- 
ume VIII, The Economic History of the United States.] New York and 
Toronto: Rinehart and Company, 1947. Pp. xiv, 365. $4.00. 


Depression Decade: From New Era Through New Deal, 1929-1941. By Broadus 
Mitchell. [Volume IX, The Economic History of the United States.] New 
York: Rinehart and Company, 1947. Pp. xviii, 462. $4.00. 


The two final volumes in the new nine-volume Economic History of the United 
States are each devoted to about a decade of the period 1917-1941. One other 
volume of the series has already been published, that by Fred Albert Shannon, 
devoted to agriculture from 1860 to 1897. 

The years covered by these two books were troubled times: first World War I, 
then the decade of imperfect readjustment ending in the great depression, and 
the subsequent efforts to secure recovery and to inaugurate the New Deal. 
Because the problems arising therefrom immediately dominated the whole 
economy, both authors, as is suggested by the titles, Prosperity Decade and 
Depression Decade, have centered the account of their period about the develop- 
ments leading up to the depression and the struggle for recovery and reform. 
Although, as is later noted, this centering results in some phases of the national 
economy being slighted and scant attention being given to long-run trends, it is 
doubtless the most effective method for dealing with brief periods when events 
were so dominated by a basic disturbance. 

It may at once be said that these two books provide the best accounts now 
available of our economic history during these twenty-five years. They are 
scholarly in character, show painstaking research, are well documented, and are 
provided with extensive critical bibliographies. Dealing with a period concerning 
which violent controversy has raged, they impress me as being eminently fair and, 
though not lacking in a critical attitude, free from any extreme doctrinaire 
approach in discussing the problems involved. Possibly strong partisans of one or 
another theoretical approach might urge that there is inadequate economic 
analysis of the failures to prevent depression and promote recovery, but until 
theorists can come to greater agreement, lack of dogmatism on the part of the 
historian may be considered a virtue. 

In Prosperity Decade, covering the years 1917-1929, Mr. Soule devotes a 
quarter of the narrative to the war effort. He gives a well-rounded account of the 
facts. My chief criticism is that it seeks primarily to show how wartime develop- 
ments provide the background for understanding the subsequent problems of 
readjustment (see p. 5) and fails to give adequate attention to the lessons to be 
learned from this experience in economic mobilization for war. The former 
objective is a perfectly valid one; but as World War I is the only modern war 
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this series is planned to cover, as its lessons had not been adequately learned by 
1941 and as we cannot assume wars are over, the need to profit from an under- 
standing of past mistakes is still vital. Though the narrative does point out various 
mistakes, surely a more critical examination and vigorous condemnation of such 
things as the weak fiscal policy, the inadequate price controls, the delays in 
formulating a labor policy and in securing farsighted, comprehensive, and well- 
co-ordinated planning would promote better social guidance in a similar future 
emergency. Until we can educate the nation to adopt a more intelligent system 
of war finance and the supporting price-control and other measures required to 
minimize inflation, we must expect to suffer as we did after World War I and 
doubtless will in the years ahead. Except that the account of the postwar decade 
is always directed toward explaining the subsequent depression, it is generally 
excellent. The reader is generously provided with the basic facts. If a bit more 
attention seems to be devoted to those affecting consumer purchasing power than 
to those affecting the cost-price relationship—certainly not unrelated phenomena— 
the caution of the author in refraining from theoretical dogmatism is well illus- 
trated in the statement, “All one can say is that the aggregate figures that are 
known are not inconsistent with the [Keynesian] hypothesis” (p. 119). Care has 
been taken to make theoretical points clear to the layman, but the use of statistical 
graphs would have helped the reader and relieved the text of some dry figures. 
In describing the Depression Decade, 1929-1941, Broadus Mitchell has faced a 
more difficult task, partly because of the complexities arising from the dual effort 
to promote both recovery and reform, partly because of the shorter perspective 
and the greater scarcity of monographic studies of the period. The needed world 
background is well summarized at the start and the treatment of the Hoover 
administration is eminently fair. When it comes to the Roosevelt administration 
and its much controverted policies, a special effort seems to have been made to 
present at least some views on both sides of many issues. Yet this does not 
prevent the author from forthright coniment and vigorous criticism, often 
expressed with an element of humor or in a caustic phrasing that greatly enlivens 
the narrative. Thus the A.A.A. and its successors are said to mark “the extreme 
irony, not to say imbecility, to which the depression had brought the nation’s 
economy” (p. 179), a comment with which I agree. But this condemnation seems 
to be based on the immediate economy of scarcity involved—a policy which 
always justly invokes the author’s ire—yet overlooks the more serious long-run 
misallocation of the use of resources which it entails. The N.R.A., it is declared, 
“carried the confusion explicit in the New Deal—the purpose to bolster private 
enterprise through the cooperation of government, business, and labor” (p. 228). 
Though there are numerous other comments that suggest causes for the failure 
of particular measures and some that hint at a belief in deeper causes (pp. 164, 
180, 259)—the mature economy, that suddenly discovered theory born of the 
depression psychology, is not even discussed—the author nowhere attempts to 
formulate a general statement concerning the more basic reasons for the failure 
of the recovery measures. Scholarly caution might well feel more time must 
elapse before attempting this. Among beneficiaries of the New Deal, agricultural 
proprietors are ranked first, followed by banks and other financial institutions, 
and then by industry and commerce; immediately labor gained less but in the 
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long run more (p. 365). On the ground that World War II was a product of the 
depression, the narrative is carried down to the attack on Pearl Harbor showing 
how war came to the rescue of the unemployed. The biting comment that if the 
country still had ten million unemployed when the war began it soon had 
thirty million “not productively employed” (p. 396) well summarizes the 
tragedy of the depression decade. 

The publication of three out of the scheduled nine volumes of The Economic 
History of the United States gives occasion for tentative comment on the plans 
for the series. As announced, each of five volumes is devoted to a specific period 
either before 1815 or after 1897, while the intervening period from 1815 to 1897 
is to be covered by four volumes, two of which are devoted to agriculture and 
two to industry. If the other three volumes on this intervening period adhere as 
closely to the subject implied by the title as has Mr. Shannon in his contribution, 
it means that for this period large segments of our economic history will be 
completely ignored. This would result in a serious gap in the continuity of the 
account of such segments. There is also the danger that the volumes devoted to 
specific periods may result in gaps, even if far less serious. This is most likely 
where, as in the two volumes under review, the period covered is of such an 
abnormal character as to involve centering the narrative about the issues dominat- 
ing the immediate course of events. In this respect the period 1775-1815, to be 
covered by Volume II, was not unlike that from 1917 to 1941; on the other hand, 
such is not the case for the volumes devoted to the whole Colonial period or that 
from 1897 to 1917. Of the volumes before us, Mr. Soule’s covers a somewhat 
wider range than Mr. Mitchell’s. Yet there are various subjects which, in either 
one or both books, get little or no attention. For example, there is almost nothing 
on the public domain, shifts in the character and organization of domestic trade, 
the merchant marine after 1928, state banking, insurance, or state and local 
finance. Since this series is much the most ambitious attempt to present our 
economic history, and might thus be expected to be the most comprehensive, such 
gaps as it seems to entail are unfortunate. 





The University of Chicago CuHeEsTER W. WRricHT 


The Quest for Security, 1715-1740. By Penfield Roberts. [The Rise of Modern 
Europe Series.] New York: Harper and Brothers, 1947. Pp. 300. $4.00. 


By an intelligent condensation of specialized works, some of which were pub- 
lished recently, a period that has consciously or unconsciously been played down 
in favor of the years immediately preceding or following it has now been fitted 
into the history of eighteenth-century Europe. Mr. Roberts demonstrates that this 
Was a transitional stage, and he thus does much toward giving it the proper 
perspective in its relation to modern European times. Many modern and medieval 
factors existed side by side, the proportion of each varying greatly from one part 
of Europe to another. Mr. Roberts says, however, that the Europe of 1720 was 
closer to the Middle Ages than to the nineteenth and twentieth centuries and 
bolsters his statement by indicating that such modern factors, as for instance, 
nationalism, imperialism, and liberalism, as well as modern forms of property 
often did not exist. 
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This era is pictured as one in which the war-weary, bankrupt, and exhausted 
states of Europe were seeking peace and stability—based upon the proper “divi- 
sion of the available spoils”—after having been upset for a long time in internal 
as well as in external affairs. In international affairs the states seemed to agree 
that this could be achieved only through the completion and maintenance of the 
balance of power, an objective attained by 1721; in domestic affairs by the 
preservation of the conservative tradition and the “unchanging countryside.” 

The book is not entirely political in content and outlook. It has a chapter 
dealing with such interesting economic experiments as the Bank of England, the 
Mississippi Bubble, the South Sea Company, and the Ostend Company, and a 
chapter in which the internal classes and forces are analyzed in relation to their 
social, economic, and political positions. Other chapters deal with the philosophy 
and arts of the period. 

Mr. Roberts is at his best in summing up concisely many of the monographs 
in this field. As a result, he reassesses many personalities, events, and characters 
and thus fits them more accurately into the total area of European history. 

Since the emphasis is on analysis and interpretation, outstanding determining 
factors are accented at the expense of chronology. Internal politics are put under 
the microscope and the position of each class in the complete picture is considered 
as well as the decline of royal absolutism. Confused foreign policies are accounted 
for by the lack of guiding principles and continuity. The decline and rise of 
states is explained. The period is represented as one of economic progress and 
of revolt against royal absolutism. 

Some inaccuracies have found their way into the text. The annual ship of the 
South Sea Company was of 500 tons as Mr. Roberts states but he neglects to 
mention that it was increased to 650 tons in 1716. There were seven annual 
ships, not eight, plus two license ships sent out by the company. It is true that the 
stockholders of the South Sea Company did not make a substantial profit on 
their venture, but certain members of the board of directors did. 

This book is a valuable contribution. It is not only an able synthesis but it 
has a critical bibliography in the footnotes, in the text, and at the end of the 
book which will serve as a very helpful guide to further study in the field. 


Central Michigan College of Education GeorcE H. NELson 


The Australian Economy in War and Reconstruction. By E. Ronald Walker. 
New York: Oxford University Press, 1947. Pp. ix, 426. $6.00. 


Contemporary economic history, written by one who was both a participant in 
the active affairs of the period described and a competent and objective com- 
mentator, is a type of economic history too little developed in America. It is here 
admirably exemplified. Up to December 1941, Mr. Walker was an official of the 
Tasmanian government; later an official of the Commonwealth government at 
Canberra; and, from early 1945, in Washington. As the narrative closes with the 
end of the war, and the text was completed in 1946, the title of the book, The 
Australian Economy in War and Reconstruction, somewhat overstates its con- 
tent. The concluding chapters outline the problems of reconstruction as they 
were envisaged at, or soon after, the end of the war, rather than describe the 
reconstruction period. They are not less instructive on that account. 
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The text is divided into three parts. The first covers the general problems of 
Australia’s war economy. The second is concerned with specific phases of the war 
economy—industrial development and reorganization, agriculture, financial policy, 
and so forth. The third is appropriately entitled, “Toward Reconstruction.” 

Generally, the author maintains the detached attitude of the narrator or 
reporter. At rare intervals, usually in brief chapter conclusions, he permits himself 
the character of a critic. The American reader who has some knowledge of the 
parallel problems and solutions of the American war economy will wish that 
these abbreviated comments of appraisal had been more extended for the light 
they would throw upon our own affairs. For example, Australia early adopted a 
scheme for controlling bank credit not unlike the currently proposed “security 
reserve plan” in America; but we are not afforded an appraisal of the observed 
merits and defects of the Australian counterpart. But the critical essay is distinct 
from economic history proper, and the author’s restraint is appropriate for the 
task in hand. 

Broadly speaking, the problems of the Australian war economy, while not 
peculiar, are sufficiently differentiated from our own to be illuminating. Australia 
and America are federal unions, but an Australian state is “more sovereign” 
than an American state and this creates difficulties unknown here. America was 
more highly industrialized than Australia; but the war also industrialized sec- 
tions of America that were previously agrarian. Australia is insular; but our 
Atlantic coast, in the winter of 1941-1942, experienced some of the problems of 
insularity when its coastal trade was intercepted by enemy submarines. The 
reactions of both peoples to the continuation of war controls after the termina- 
tion of hostilities were similar, although differently expressed. 

The American reader, then, gains a double benefit from this book. He acquires 
an understanding of the Australian war economy and a clearer perspective of 
our own. 


Institute for Advanced Study Rosert B. WarrEN 


PRICE HISTORY 


War and Prices in Spain, 1651-1800. By Earl J. Hamilton. [Harvard Economic 
Series, No. 81.] Cambridge, Mass.: Harvard University Press, 1947. Pp. xxvi, 
295. $5.00. 


In this compact volume, Earl J. Hamilton has brought together the results of 
his extensive researches in continuation of his American Treasure and the Price 
Revolution in Spain, 1501-1650 (1934). Like the earlier book, it is the product 
of enormous industry and the exploitation of a vast body of archival records. 
The voluminous statistical formulations bear on their face the signs of work- 
manship as careful and skillful as it was extensive. The text, in general, trans- 
lates the figures into words without much addition other than the record of the 
official acts of governmental organs and the legislation which gave rise to many 
of the changes recorded. An illuminating series of graphs combines still more 
compactly the results of Mr. Hamilton’s harvest of figures. A threefold appendix 
gives prices in New Castile for each year from 1651 to 1800 for some ninety 
different products, and in Appendix IV some of these are reduced to price-index 
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form. The data cover Andalusia, Valencia, and Old Castile, but “attention has 
been focussed sharply on New Castile.” 

Mr. Hamilton is not very communicative about what this mass of data means 
to him. It is obvious that he is most happy when he can put in a seven-day 
week of twelve-hour days at his collecting (see p. 4) without stopping to explain. 
Nevertheless in his introduction he avows his chief purpose to be “to determine 
the effects upon commodity prices of the long, frequent and disastrous wars in 
which Spain engaged,” but he does not allow himself to be barred from “study- 
ing the behavior of prices in peacetime as well,” and his narrative summary as 
well as his tables show an undisturbed continuity through peace and war. Else- 
where, he expresses the hope that “the data in this study will supply a minute 
portion of the vast foundation upon which a tenable theory of the business cycle 
will some day rest.” In his conclusion, he hints at another purpose: to develop 
the theory that the favorable ratio between prices, wages, and interest promoted 
in Spain, as in the rest of Europe, the large expansion of industrial production 
that began in the eighteenth century (p. 223). (It would be just as correct to say 
that low wages limited the market of the eighteenth-century capitalist and that 
bad social conditions limited the productivity of his labor force.) In one pregnant 
sentence (p. 35), neither repeated nor developed, Mr. Hamilton makes his bow 
to the possibility that monetary disorder was a result rather than a cause of 
economic decadence. 

This very substantial and extensive mass of data confronts the economic his- 
torian with the fundamental question, what has price history to do with economic 
history? It is obvious that at the lowest the act of pricing is integral with the 
other phases of economic activity, but the specific character of the integration 
does not readily emerge. Mr. Hamilton tells the story of a society’s experience 
with money of various sorts and with equally varying prices and wages over a 
century and a half without making the answer at all clear. 

Money is a function—a very abstract function—of the economic process. As 
abstraction, it gathers together in simple formula a vast diversity of forces 
operative at any given time. When the price historian says prices rose radically 
in 1660-1662, he says that many people had a hard time, that many people 
made a lot of money, that many people resorted to ingenious devices to com- 
pensate for their difficulties, that many people never noticed the inflation, that 
many businesses received a powerful stimulus, that overstocked merchants found 
themselves suddenly bailed out of a bad situation, and so forth. The solid numeri- 
cal aspects of a price history look like realities. As a matter of fact, while it 
serves very well to reflect reality in relatively static situations, in patterns such as 
those with which Mr. Hamilton is concerned, wherein change is of the essence, 
the price symbol loses all integrity, all community of significance with the 
corresponding symbol at the beginning of his series. Indeed, Mr. Hamilton has 
said exactly that in his “Use and Misuse of Price History” (THe Tasks oF 
Economic History, supplemental issue of THe JournaL oF Economic History, 
Vol. IV, 1944), and there and in his book adopts without clear justification a period 
of fifty years as the proper range for a price series. If these difficulties arise in the 
monetary aspects of an economy, is it possible to expect that any quantitative form 
can ever be given to the shifting ratio between the monetary and nonmonetary 
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parts of a given economy? Is the politically defined and politically maintained 
unity, the state, in any sense valid as a unit for economic purposes, and, in particu- 
lar, for the purposes of price history? In a moment of honest despair, Mr. Hamil- 
ton concedes that “nothing short of precise knowledge of every event and every 
decision of a direct or indirect economic character could complete the history of 
Spanish prices.” Exactly! Figures alone will not do for a theory unless you have 
them all and all their variations. As Lucien Febvre suggests in the current Annales 
(July-September 1947, p. 284), what they can do is help in the analysis of 
human variations and furnish a means for expressing them. 


University of Wyoming F. L. Nusssaum 


GOVERNMENT POLICY 


Commonwealth: A Study of the Role of Government in the American Economy: 
Massachusetts, 1774-1861. By Oscar Handlin and Mary Flug Handlin. New 
York: New York University Press; London: Oxford University Press, 1947. 
Pp. xiii, 364. $3.50. 

This volume is the first of a series of studies designed to examine the “politico- 
economic thought and action” of four representative American states—Massa- 
chusetts, Pennsylvania, Georgia, and Illinois—during the generations between 
independence and the outbreak of civil war. Its authors, under a broad mandate 
from the Committee on Research in Economic History of the Social Science 
Research Council, have endeavored to set forth the ideas of the people of Massa- 
chusetts concerning the role of the state government in economic affairs. In doing 
so they have analyzed, usually with care and sensitivity, a formidable mass of 
contemporary data, including business files and private papers, polemical tracts 
and newspaper editorials, legislative enactments and court decisions. Out of the 
volumes of Massachusetts Archives they have dug a long list of revealing petitions 
to the legislature, and they have made them more meaningful through their 
topical analysis. This alone should be a great boon to the students of economic 
history who follow them. 

The Handlins seem to be sure that they have found the dominant theme run- 
ning through all the variant attempts in Massachusetts to use state action in 
attaining economic ends. The province, they believe, emerged from the revolu- 
tionary era with a “conception of government prominent in the direction of 
productive enterprise.” With that conception went the idea that the power of 
government, in whatever form manifested, would operate for the common 
interest of the whole community. But a young state, eager for economic inde- 
pendence and fearful of incurring heavy debts, resorted to old modes of political 
action, many of them involving grants of special privilege. Thus the common- 
wealth ideas, as translated into public policy early in the nineteenth century, bore 
marked resemblance to mercantilist patterns of legislation. With the passing years 
the lines of resemblance slowly faded and finally disappeared. 

Admitting that this transition from the concept of commonwealth to that of 
humanitarian police state, from mercantilism to liberalism, was not peculiar to 
the United States, the authors nevertheless find in Massachusetts unique aspects 
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of the American experience. Here it was that the more subtle influences of a 
rapidly expanding economy gave distinctive drive tc three forces which reshaped 
the old order: “the democratic widening of opportunities that grew out of the 
instability of the class structure and of political alignments, the recognition of a 
body of vested private rights free of state interference, and the humanitarian 
doctrine of reform.” The evidence presented is, in my opinion, sufficient to sustain 
the conclusions that “the laissez-faire argument found no place in Massachusetts 
thinking” and that the campaign against legislative special privileges did not 
involve a general attack on governmental regulation. The commonwealth ideas 
fell not before a frontal assault but as a result of several flanking movements. 

Although the Handlins refer in passing to the colonial antecedents of govern- 
mental intervention, their discussion of the early decades of the nineteenth cen- 
tury gives me the impression that there was something novel about price-fixing 
and wage regulation, inspection laws and licensing, bounties and monopoly 
grants—or that such devices were being used more widely than in earlier genera- 
tions. Certainly no one doubts, especially since the publication of Richard Morris’ 
Government and Labor in Early America, that these methods were extensively 
used in the English colonies, and the authors of this volume probably do not 
mean to convey a contrary idea to their readers. Yet the emphasis in their chap- 
ter, “To Encourage Industry and Economy,” almost persuades one that they are 
describing new and unusual means by which the state became “a positive direct- 
ing force in the economy.” The difficulty at this point may arise in part from the 
inclination of the authors to minimize the persistence of colonial attitudes and 
methods. 

Special attention is appropriately given to the evolution of one device—the pri- 
vate business corporation. Probably no other phases of the Handlins’ study so 
quickly compel admiration as their descriptions of changing corporate techniques 
and their analyses of the differences between the areas of economic activity into 
which the corporate form did and did not reach. Significantly, they discover that 
incorporation, at least in the early years of their period, extended into the field of 
industry “only when stimulated by the state for the sake of implementing a public 
policy.” By the close of the period, however, the rate and direction of its diffusion 
was largely determined by a regulatory policy inspired by humanitarian reform 
and designed to protect persons who could not protect themselves from the 
extraordinary powers of the corporation. 

In many instances the Handlins have been forthright in stating the limitations 
of their study. They admit, for example, that they have not always attempted to 
judge the efficiency of administration. But they would probably agree that admin- 
istrative success or failure in the application of the law’s provisions is one of the 
most important influences in any society on the “developing conception of the role 
of government in the economy.” Their statement that they did not “venture to 
assess the effects of government action upon economic trends” is understandable 
in view of the magnitude of their task, but it is not reassuring. As a matter of 
fact they do offer glimpses, tantalizingly brief, of the way in which the corporate 
form influenced trends in banking and transportation, and their contribution at 
this point supersedes previous accounts. 

One omission, implicit in the evidence presented, is the failure to set definite 
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standards for the evaluation of public opinion. On most controversial issues the 
side that wins the legislature seems to be the side that speaks for the people of 
the Commonwealth. Surely this was not always true. Since those who controlled 
the means of production were apt to be resourceful and articulate, they speak 
more often in these pages than do their fellows who worked in stores and factories 
and mines. Perhaps the economic leaders more often gauged accurately the direc- 
tion of thought and action, but there should be a much wider sampling of the 
opinions of those who disagreed with them. 

My critical comments grow out of an appreciation of the substantial merits of 
this volume. The Handlins have broken a path into an area of American economic 
history too long neglected. They have cleared out many misconceptions concerning 
corporate techniques, and they have given their readers a thesis which should be 
an inspiration to further investigation. Although their attention is fixed on eco- 
nomic policies at the state level, they are not unaware of the implications of our 
political federalism so far as their subject is concerned. Limitations of space have 
prevented them from examining carefully the impact of the federal government’s 
intervention on the thought and action of Massachusetts. Would it not be possible, 
after the studies of these four representative states have been published, for the 
Committee on Research in Economic History to sponsor a further investigation 
of the relation of federal policies to the lines of state action in economic affairs? 


Columbia University Joun A. Krout 


Private Investment in a Controlled Economy, Germany 1933-1939. By Samuel 
Lurie. New York: Columbia University Press, 1947. Pp. xi, 243. $3.00. 


It is scarcely possible to read this book without having called to mind the 
endless discussions concerning the purposes and interests lying behind significant 
policy formation in mercantile times. Was mercantilism concerned primarily 
with enhancement of the powers of the state as Heckscher argues, or was it 
“government .... driven to action by influential business interests” as Sombart, 
Dietz, and countless others see the picture? Or was it rather a symbiosis between 
the two which was so close and intimate as to defy description or analysis of 
either state or business policy except as each be considered but a different face of 
the same coin? 

Surely the latter was the case, whether one has in mind English, French, or 
Austrian and German variants of mercantilist theory and practice. But if this 
analogy with recent German practice is accepted, what then may the peculiarity 
of Nazism be within the patterns of “neo-mercantilism,” for this latter term has 
been used frequently to describe the whole epoch of modern capitalist develop- 
ment following the decline of the “blossoming time of laissez faire” which came to 
an end during the last quarter of the nineteenth century. “The animosity of Ger- 
man capitalism against the state,’ Mr. Bonn wrote (Das Schicksal des deutschen 
Kapitalismus, 1931) on the eve of the Nazi coup d'état, “does not rest upon 
fundamental theoretical foundations, but upon purely opportunistic considera- 
tions. It is opposed to the state when state control is in the hands of a political 
authority whose permanent good will it doubts. German capitalism, which would 
like to be freed of the power of the state, and which seeks to push back state 
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intervention as far as possible, is constructed exclusively upon the most thorough 
intervention of the state.” 

If this is the case, then (1) there is nothing of a generic character to dis- 
tinguish the policies pursued by the shaping forces in the business world within 
the several more powerful capitalistically organized countries, (2) the business 
policies being pursued by these same elements after the Nazis came into power 
should have appeared largely as a straight-line development from the previous 
“rationalization period,” and (3) acceptability of the Nazi regime to business 
circles must appear largely to follow from the acceptability to the Nazis of 
monopolistically organized business. 

Did German business really write its own ticket under the Nazis? Lurie is 
cautious with his conclusions, and sparing with his generalizations. Consider the 
picture as he gives it, however: Wages were stabilized at the depression level. 
What little increase labor may have gained on the eve of war came through the 
speed-up and lengthening of the hours of work (p. 156). Agricultural income 
was stabilized (p. 222). The rentier was largely sterilized and his euthanasia, “to 
use the Keynesian expression, made substantial headway” (p. 222). Stockholder 
disenfranchisement proceeded apace, and “management was made largely inde- 
pendent of the guiding and sanctioning authority of the general assembly” (p. 
144). Despite emphatic disclaimers to the contrary and the establishment of the 
Industriebank to provide loans for their rehabilitation, small business was 
ground down and in some sectors wiped out (pp. 117-21). 

Contrariwise, while the status of other interest groupings was depressed and 
the back of their protective organizations was broken, “as a matter of general 
policy, coercive measures played a relatively minor role” in dealing with busi- 
ness; and what measures of this sort were put through were almost wholly of 
the types and varieties that monopolistically organized business blocs desired to 
see imposed. All the vast paraphernalia of business organization which fought 
every semblance of liberal policy and democratic control before was expanded 
and promoted by the Nazis. Profits were greatly enhanced and excess-profits 
taxes disappeared. Profits were defined in order to embrace virtually all the 
known categories of claims to income based either on property or status (pp. 
164-69). Prices were set at “just price” or “correct price” levels according to 
typical cartel formulas and with the expectation that the differential rents of 
above-margin producers would thereby be made as high as possible (p. 174). 
Concealment of profits from both stockholders and the public and “hidden 
financing” were encouraged to the maximum; disbursements to stockholders were 
limited but recapitalization was freely permitted and freely resorted to; mergers 
and combinations were encouraged, cartels were expanded and vested with legal 
authority to coerce the recalcitrant whether large or small; the structure of busi- 
ness control was streamlined and given semipublic or official power to govern 
(pp. 66-73); the conquests of the Nazis in Europe meant unparalleled oppor- 
tunity for growth of private German corporations; and so on ad infinitum. Even 
the “cartel regulatory aspect of the investment bans” in certain industries was 
“primarily motivated on private economic grounds” (p. 206), and “compul- 
sory cartelization and regulation of capacity were eagerly sought by cartel inter- 
ests” (p. 211). Among the top echelons, and frequently lower down, occurred 
“the well-known interpenetration of business interest and the high party com- 
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mand” (p. 221). The key state functionaries in the economic sector were drawn 
from business circles and were faithful to the voice of that command. 

The controls spun by the Nazi government were in many respects no less 
rigorous for all that. In good Keynesian fashion, prices, profits, savings, invest- 
ment, taxes, and distribution of income were viewed as an interrelated organon 
of policies which must be taken in hand simultaneously. In the earlier period of 
the Staatskonjunktur, under which the state assumed the power to direct the 
whole structure and functioning of the economic system, the objective appeared 
also to be the typical Keynesian “stability at full employment.” But from 1936 
on, the objective was war. Through the generation of business surpluses for 
investment, the means were provided for a career of conquest which would 
fasten the German “new economic order” on the rest of the world. No effort 
was spared and no impediments allowed to stand long in the way of this 
expansion of business surpluses. Costs were controlled, prices were fixed, surplus- 
depleting property-income claims were neutralized, taxes were adjusted, invest- 
ment was guided, and other determinants were manipulated to enhance these 
surpluses. 

This involved a good many other adjustments. To illustrate: external financing 
gave way to internal financing; corporate “disendebtedness” was paralleled by 
mushrooming government debt; the barriers between long- and short-term 
financing were almost completely broken down; domestic prices and price levels 
were effectively insulated against international prices; supplementary systems of 
subsidies and subventions aided concerns that were disadvantaged by the 
autarkic programs; private savings gave way to institutionalized savings; banks 
became largely long-term financing institutions. In general, while the “prin- 
ciple of production and investment in terms of private entrepreneurial motiva- 
tion, and the corollary functional economic relationships had been esssentially 
maintained . . . . a state controlled regulatory apparatus superseded the 
operation of the traditional price and market mechanisms” (p. 213). All this is 
in line with those practices and policies that had been evolving out of the 
inner councils of monopolistic groups and cartel organizations in Germany (and 
elsewhere!) for a generation or so past. 

The further implications of this posture of affairs Mr. Lurie does not discuss. 
But if one of the purposes of writing such a book is, as J. M. Clark states in a 
brief Foreword, better to “understand our own scheme of things .... in the 
light of comparison and contrast with schemes of different kinds,” then the 
informed reader is invited by Mr. Lurie to some soul searching of a most extraor- 
dinary character. And the more of this that takes place, the more also will the 
value of this excellent monograph be enhanced. 


University of California Rosert A. Brapy 


Die franzdsische Wahrungspolitik von der Stabilisierung bis zum Ausbruch des 
zweiten Weltkriegs (1928-1939). By A. Stabinger. Berne: Verlag A. Francke, 
1946. Pp. xii, 183. Swiss fr. 12.80. 


One of the very striking evidences of the economic malaise suffered by the 
world since 1914 has been the frequency with which governments have resorted 
to monetary manipulation. It has been used as a panacea for many sorts of 
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domestic and international ills; but it has not proved to have lasting curative 
properties. Its short-term benefits to national economies have been offset by long- 
term damage to the international economy. This of course is due to the fact that 
currency manipulation cannot of itself correct maladjustments in such factors as 
production and distribution of things essential to long-term, widespread pros- 
perity. Furthermore, the manipulation is so strongly influenced by political 
exigencies that it has little chance of being carried out with heed to economic 
“imperatives”; and its capacity for evil has been vastly augmented during 
modern industrial changes. 

French fumbling with this problem has attracted its share of students. Exten- 
sive analysis of numerous aspects of French economy was essayed in the series, 
“Social and Economic Studies of Post-War France,” produced under the aegis of 
the Council for Research in the Social Sciences of Columbia University. The 
council enjoyed funds provided by the Laura Spelman Rockefeller Memorial 
and continual co-operation from President Butler, besides much wholehearted 
co-operation from French officials. The first two volumes in this series showed 
what scholarship can achieve under such auspices. A considerable staff was set 
up in Paris, and much intensive research was carried on, evidenced by the 
numerous charts, graphs, and tables that distinguished these volumes—R. M. 
Haig’s Public Finances of Post-War France and J. H. Rogers’ Process of Inflation 
in France, 1914-1927 (both published in 1929). 

It is a far cry from such monumental collaboration to the individual effort of 
Mr. Stabinger. He sought to analyze a decade far more difficult in French experi- 
ence, 1928-1939. During this period the recent effort to re-establish the gold 
standard on something like its old basis was abandoned internationally. “Man- 
aged” currency was adopted by Britain in 1931, by the United States in 1933, 
and was practiced with consummate skill by Schacht for Hitler. All this added 
tremendously to the strains which domestic conditions were imposing upon the 
French economy. Enormous research, surely, would be requisite for thorough 
analysis of the French predicament in this complicated international situation. 

The author, apparently a student at the University of Zurich, undertook to 
treat the topic as best he might during the war years, working in Switzerland, 
largely from secondary sources. An extended stay in Paris and use of French 
archives were not afforded him. Such handicaps would seriously hamper any- 
one, and the scant bibliography reveals the paucity of sources available at that 
time in his Swiss domicile. The chief reliance in the English language has been 
the London Economist; Keynes is not listed in the bibliography, although the 
text suggests that Stabinger is a Keynesian. Among the French writers he has 
drawn chiefly on Aftalion, Bonnett, Martin, Poincaré, Rist, and Siegfried; he 
has used Le Temps and has leaned very heavily upon Revue d’economie politique. 

In content, this book amounts to a brief survey of the more conspicuous 
developments in France’s situation, with emphasis upon the sensitivity of the 
ministries to political pressures. Poincaré and Daladier are pictured as rather 
better statesmen than the common run. The crucial episodes in French monetary 
experience between passage of her 1928 stabilization law and the 1939 invasions 
were Britain’s abandonment of gold in 1931, Roosevelt’s defiance of the London 
Economic Conference in 1933, and the Tripartite Agreement of 1936. On none 
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of these has the author been able to reach as much information as could be gained 
from any of the half dozen largest libraries in the United States. It would scarcely 
be fair to point out errors or imbalance, under such hard circumstances. Rather, 
one notes with regret and sympathy the penalties which wartime Europe imposed 
upon scholarship. 


Swarthmore, Pennsylvania JEANETTE P. NicHoLs 


The English Government at Work, 1327-1336. Edited by William A. Morris 
and Joseph R. Strayer. [Volume II, Fiscal Administration.] Cambridge, Mass.: 
The Mediaeval Academy of America, 1947. Publication No. 48. Pp. viii, 280. 
$5.00. 


This second installment of studies of early fourteenth-century English govern- 
ment in action surveys five main branches of the fiscal administration. W. A. 
Morris covered the revenue-collecting work of the sheriffs and E. R. Stevenson 
that of the escheators. The three last chapters deal in turn with the collectors of 
customs, of lay taxes, and of clerical subsidies. Wartime disruption of research 
prevented a more complete execution of the plans originally projected by the 
late Mr. Willard. Definitive analysis of the operations of the Exchequer, for 
example, has had to be postponed for the third volume in the series. 

J. R. Strayer, who succeeded to the editorship on the death of Mr. Morris in 
February 1946, has, however, supplied a lucid introductory essay on the financial 
position of the government on the eve of the Hundred Years’ War. A partial 
check of Ramsay’s estimates of total revenue is possible, and we are also given a 
comprehensive view of the force of amateur officials in whose hands lay the 
assessment of flexible items and the collection of the revenue. These men were 
almost invariably leading members of the local propertied groups over which 
they were set and were frequently returned to Parliament. In some respects 
they may be said to have served the Crown efficiently. Although none were 
salaried except the escheators and the controllers of customs, few were detected 
in dishonesty, and expenses appear to have been kept lower than was the case 
in the French bureaucracy. On the other hand, they naturally lent themselves to 
the policy of freezing all items that they could and of underassessing all others. 
Mr. Strayer is of the opinion that by 1330 it was “either too late or too early” to 
replace them by a professional service. Certainly there was no type of civil servant 
on the scene who could have handled the problem of local assessments. The 
royal clerks who were sometimes appointed to customs controllerships were 
utterly ineffectual in dealing with the wealthy and influential merchants who held 
the collectorships and the experiment of appointing them in the escheatries 
merely aroused resentment among landowners. 


The University of Chicago Sytvia L. THRupp 


American Tariff Policy Towards the Philippines, 1898-1946. By Pedro E. Abe- 
larde. New York: King’s Crown Press, 1947. Pp. viii, 233. $2.75. 


Certain facts are significant in an appraisal of this work. Its author was born 
in Occidental Negros, the Philippines, was educated in the United States, and, 
until December 1941, was a member of the department of political science, 
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University of the Philippines. The book was being printed in December 1941, 
but every copy was destroyed in the Japanese attack. Following the trying period 
of Japanese occupation, the author obtained a position in New York in order to 
rewrite the book and to add a new final chapter. His discussion indicates an 
effort toward a sympathetic understanding of American attitudes which is 
tempered by an intense patriotism and an understandable concern for the future 
of the dependent economy of the now independent Philippine nation. 

With the avowed purpose of showing “the role of the Congress of the 
United States in handling tariff legislation for the Philippines,’ Mr. Abelarde 
presents a rather pedestrian study of American tariff enactments relative to the 
Philippines from 1898 to 1946. He includes recommendations emanating from 
the Philippines, the interminable details of the deliberations of various Con- 
gressional committees, and some shrewd observations regarding the motivations 
that have formed the basis for American tariff policy. He shows an excep- 
tional understanding of the details of American legislative procedure but a 
somewhat less adequate understanding of the complexities of American politics. 
There is a tendency to exaggerate the significance of the Philippines to the 
American economy as well as a certain lack of a sense of proportion in the 
repeated implication that the American people show too little interest in Philip- 
pine affairs or that Congress has not focused sufficient attention on the 
Philippines. 

In view of the background and ability of the author, it seems unfortunate that 
so little attention was given to an analysis of the economic effects of American 
tariff policy and the reactions to it in the Philippines. These are partially revealed, 
-by implication, in the author’s own attitudes. An integrated, analytic treatment 
would have been illuminating. 

In spite of his intense patriotism, Mr. Abelarde maintains a scholarly objectivity. 
The book is well annotated and is further supported by an appendix containing 
the text of the more important enactments and by tables covering trade between 
the Philippines and the United States. It constitutes the most complete available 
source of factual information on the historical development of the American 
tariff policy relative to the Philippines and will be decidedly useful to officials and 
scholars interested in the Philippine economy. 


University of Hawai James H. SHOEMAKER 


REGIONAL AND AGRICULTURAL STUDIES 


Historia econémica del Rio de la Plata; desde la conquista hasta la consolidacion 
nacional. By Rodolfo Puiggros. Buenos Aires: Editorial Futuro, Jose E. 
Uriburu, n.d. Pp. 233. $5.00. 


National approach to economic and financial maturity—if such be a fair term 
for the shift from debtor to creditor—seems to inspire interest in economic 
origins and development. Paralleling and following World War I, a veritable 
wave of scholars began to probe the economic history of the United States. 
A generation later, paralleling and following World War II, a similar develop- 
ment is occurring in the study of the Plata area. Argentina’s economic maturity 
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(the term is still used with hesitation) gives more raison d’étre for the study 
and writing of the economic history of that area than for that of possibly any 
other part of Latin America today. Hence, it is safe to assume that recent works 
like Miron Burgin’s Economic Aspects of Argentine Federalism and the volume 
under consideration here are but forerunners of many more to come. 

Conspicuous among a new generation of Argentine historians conscious 
of economic matters is Rodolfo Puiggros, a liberal writer who, with the present 
volume, has about half a dozen titles to his credit, most of them treating early 
and mid-nineteenth-century Argentine life. With the Historia econdmica del Rio 
de la Plata, Puiggros undertakes a larger canvas—international and regional 
rather than national and Argentine. 

To many the title can be misleading. By the term Rio de la Plata the author 
does not mean the estuary between the compound delta of the Uruguay and 
Parana Rivers and the Atlantic Ocean. Rather, he refers to that vast hinterland 
or port trading area that in the colonial period was the viceroyalty of La Plata, 
an area embracing present-day Bolivia (omitted in this study), Paraguay, 
Uruguay, and Argentina. The river system which gives both geographic and 
economic unity to the area receives scant attention as such. 

The three centuries of colonial life are treated in fewer than fifty pages which 
tell of the Spanish policy of sacrificing Buenos Aires to Lima, the system of 
monopoly which gave rise to contraband, the dominance of silver, hides, and 
yerba maté in the commerce of the area, the increasing domination of the 
interior areas by Buenos Aires, and the clamor from the Plata region for free 
trade. In this rapid survey, drawn from secondary accounts, the author’s contri- 
bution lies in interpretation and analysis. 

With the relatively unified colonial period serving primarily as an introduc- 
tion to discussion of the period 1810-1870, the author dedicates most of his 
space and energy to the complexities that political sovereignty introduced into the 
economic life of the Plata region. Whereas the unity in the colonial period 
admits of some rough comparison between the Mississippi Valley and the Plata, 
the period of independence converted the Plata into a South American Rhine or 
Danube. In the words of the writer, “The river that had united and continued 
to unite the old dependencies of the Crown in a common desire for freedom, 
also was separating them into rival groups ....” (p. 73). At all times the 
author offers sufficient material to demonstrate the essential unity of the 
poltico-economic problem. In that respect Mr. Puiggros employs better per- 
spective than many political historians have used in the past. 

The role of foreigners and their capital in the economic growth of the Rio de 
la Plata area seems either to be neglected or to be underestimated. The British 
story is at least sketched. On occasion one detects a mild anti-British flavor in the 
author’s words, as the reference to British dominance of the Wheelwright rail- 
road construction enterprise despite the presence of some Argentine capital in 
the concern. In view of both the military complexion of the previous half cen- 
tury and the British majority financial stake in the undertaking, anything other 
than maintenance of a strong hand by the British would have been sheer insanity. 
I suspect the hindsight of a nascent economic nationalism disturbs the historical 
perspective due the 1860's. 
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Statistics and statistical tables are conspicuous by their comparative absence, 
the author preferring, instead, a philosophical and narrative approach to his sub- 
ject. The literary style is free, easy, and balanced. The work is both enlivened and 
enriched by copious quotations from various sources. The very pungency of 
many of the terse quotations bears witness to the writer’s intimacy with his 
sources. 

At first glance the American reader, noting the characteristically casual Latin 
American form of documentation and the absence of a bibliography, may be 
prone to underestimate the volume. Anyone, however, who will go to the 
trouble, as I did, to construct a list of the works used by the author cannot help 
but be impressed by the dependence upon and use of official documents, corre- 
spondence, newspapers, the writings of contemporary observers, and so forth. 

Understandably, Argentina, with emphasis on Buenos Aires, is the focal point 
for the study. It is to be lamented, however, that so little consideration, in detail, 
is given the economies of Uruguay and Paraguay. Of all the nations interested 
in the area, surely Brazil, with interests from the estuary to Matto Grosso, could 


best insist that a restatement of relative emphases should give more attention 
to her. 


Washington University Ciinton Harvey GARDINER 


Australia, Its Resources and Development. Edited by G. L. Wood. With a Fore- 
word by W. S. Robinson. New York: The Macmillan Company, 1947. Pp. xvii, 
334. $4.00. 


W. S. Robinson of “London and New York” evidently sponsored this book as a 
“tribute to the achievement of the Australian people in attaining contentment 
and freedom”; also as an “expression of confidence” in “the future 6f Australia,” 
based on “long association with the practical problems involved in developing 
Australian production.” Why Mr. Robinson felt impelled to act in this way is not 
explained, but by entrusting the task of editorship to Gordon Wood, professor of 
commerce in the University of Melbourne, he averted any temptation to produce 
a booster book. Mr. Wood began academic life as a geographer. When he came 
to select the score of associates who wrote the different chapters, he placed the 
emphasis on “resources” rather than “development,” and chose eight academic 
authors to team up with eleven scientific or managerial civil servants and one 
eminent jurist. 

The result is a plain, straightforward survey—bald and frank, with warts and 
all—of the continent’s achievement, especially since 1900, of its assets and their 
limitations, and of its prospects and problems not only as an outpost of Western 
civilization but as a land that has suddenly been made aware of the existence of 
Asia as its next-door neighbor to the north. There is nothing original in the 
account of climate, soil, and mineral resources, except some up-to-date details on 
the way in which scientists during the last two decades have improved the tech- 
nique for dealing with them. There is little that is new in the admission that 
Australia long since forfeited its claim to be “the social laboratory of the world”; 
or that the adjustment of wages according to changes in the cost-of-living index 
froze real wages in an age when productivity was considerably enhanced; or that, 
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consequently, Australian real income per head in prewar days lagged behind that 
of New Zealand, the United States, and Great Britain; or that as a customer for 
Australian exports, as for those of many other primary countries, the United 
States “has been a very erratic operator on the .... market.” But it is good to 
have these and many other points gathered together in brief compass and set 
torth dispassionately. 

The book has too many authors for so short a work. Each writer feels obliged 
to waste his first paragraph on an introductory “narrative hook” —as the mystery- 
story writers call it—to catch the attention of the reader. And in an average of 
fifteen pages to the chapter there is not enough room to spare for that wastage 
of scarce resources. The charts and pictures are well chosen; but I would gladly 
have dispensed with the latter for a little more about such topics as current 
political viewpoints, especially those of the Labor party. 


University of Minnesota Hersert Heaton 


The Missouri Valley: Land of Drouth, Flood, and Promise. By Rufus Terral. 
New Haven: Yale University Press, 1947. Pp. ix, 274. $3.75. 


This book is a plea for the establishment of a Missouri Valley Authority. As a 
member of the staff of the St. Louis Post-Dispatch, its author has assembled much 
of the evidence for that paper’s editorial campaign in behalf of a Valley 
Authority in recent years. Rufus Terral stresses the Missouri River as the common 
denominator in the lives of the eight million people who inhabit its valley. The 
Pick Plan, the Sloan Plan, the Pick-Sloan compromise, or any other partial 
approach to the problems of the basin will, in the author’s opinion, fall short of 
realizing the full possibilities of the area. Moreover, the acceptance of partial 
solutions may make it difficult ever to obtain the passage of a real Missouri Valley 
Authority. 

Mr. Terral’s study consists largely of examples of the misuse and consequent 
exhaustion of the natural resources of the valley, of evidence of lack of scientific 
information on which to base a sound policy of reconstruction and development, 
and of illustrations of the advances that have been made under intelligent 
management. While such problems as soil erosion and the fall in the level of 
ground water have been pointed out at great length in other studies, they are 
here co-ordinated with other issues facing the valley as a whole in such a way 
as to warrant an examination of Mr. Terral’s material even by the expert in the 
field. Examples of inadequate scientific information on matters as important as 
annual rainfall and the volume of water discharged by the Missouri River are 
blended into the picture to indicate the extent to which rational planning lacks 
the necessary data for immediate decisions. Examples of experimentation with 
sorghums, with methods of germinating buffalo-grass seed, and of improvements 
obtained in various areas by scientific management of resources indicate the 
possibilities for improving the valley. All of this is buttressed with evidence of 
the possibilities in manufacturing and commerce. 

The general reader will find the book to be the best over-all introduction now 
in print to the resources, problems, and opportunities of the Missouri Valley. 
The specialist will profit from the evidence that specialized knowledge can be 








98 Reviews of Books 





most fruitful when integrated with the research of others. Moreover, the thesis 
of the book is presented with sufficient urbanity to permit even the most hardened 
opponent of a Missouri Valley Authority to read it without unusual choler. 
The manuscript would have profited by a reading from some historian familiar 
with the earlier history of the West. The account of the explorers is badly pro- 
portioned; the work of the New England Emigrant Aid Company was less 
important than indicated; the survival of buffaloes on the plains deserves more 
emphasis than the story of Newman on page 55 for demonstrating the suitability 
of that area for cattle economy; Hiram M. Chittenden in the text is listed as 
Hiram W. Chittenden in the bibliography. These are minor errors in a minor part 
of the work, however. The main theme and its supporting evidence seem to have 
been handled carefully and with due consideration to the value of the material. 


University of Missouri Lewis E. ATHERTON 


Drought, Its Causes and Effects. By Ivan Ray Tannehill. Princeton: Princeton 
University Press, 1947. Pp. xii, 264. $3.00. 


Mr. Tannehill is the Chief of the United States Weather Bureau’s Division of 
Synoptic Reports and Forecasts, but Drought, Its Causes and Effects represents 
his personal interpretation. In the concluding paragraph he says that “in the 
future, farmers will not have to gaze despairingly into a clear sky, wondering if a 
few clear days will continue into a disastrous drought.” This sentence appears 
also on the dust jacket as a part of the publisher’s advertising blurb, but, fortu- 
nately, it does not reflect accurately the quality of the book, else the book would 
not be worth reviewing. Science has not yet solved the problem of weather, and 
there may be good reason to question whether it ever will. 

Mr. Tannehill has undertaken a theoretical explanation of the climate of North 
America as respects drought. The thesis is developed that on a broad scale the 
Pacific Ocean controls the weather of the continent. The Pacific high-pressure 
area off the California coast in winter is associated with rainfall; while the shift 
northwestward of the enlarged Pacific high-pressure area in summer is associated 
with a dry California coast. Not actual temperatures but relative or contrasting 
temperatures over the oceans and the continents control air-mass movements. 
This basic principle, applied consistently, imposes a substantial rethinking about 
the uses of weather data. The task is not easy. Only an oversimplified version 
can be indicated here. In winter the northern North America continent is 
colder, relatively, than the oceans west and east. The eastward-moving Pacific air 
mass passes rapidly over the mountains into the Canadian sink, while its contin- 
ued movement eastward is retarded by the resistance of the Atlantic-continental 
temperature contrast. The result is a movement of the Canadian air mass south- 
ward, where it meets the Gulf and the Atlantic air masses moving northward 
and into the continental area, producing rain. In summer the temperature con- 
trasts are opposite, the Canadian air mass moves eastward, reinforced by hot air 
from the southwest, tending to deflect eastward the moist Gulf air mass and to 
leave the great plains dry. Unusual temperature contrasts react to create extreme 
drought conditions. 

What controls the northern Pacific high-pressure area? Mr. Tannehill relates 
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this problem to solar radiation. As more is known about sunspots than about 
other aspects of solar radiation, the influence of the sun is discussed primarily, 
but tentatively, in those terms. But Tannehill is not naive about sunspots. He 
points out that much must yet be learned about them and still more about other 
aspects of solar radiation: “In the past we have been as badly confused about 
sunspots as on the drought question” (p. 143). In dealing with drought he is 
realistic: “The varying rates of response of the continents and oceans give us 
rainfall variations that do not follow exactly the sunspot cycles” (p. 143). And 
again: “Although there are certain variations in the distribution of temperature 
and rainfall which appear to be caused by changes in solar activity, the changes 
of temperature and rainfall from year to year in any one place appear to be quite 
irregular, with no clear relation to the number of sunspots” (p. 165). And con- 
cluding this line of thought, the author states: “It is not the intention of this book 
to propose that droughts be predicted by means of sunspots, or Pacific tempera- 
tures, or any other single factor” (p. 229). Approaching the question from the 
standpoint of particular areas, Tannehill says: “If any one fact stands out in this 
study, it is that each local area will have its own drought problem solved 
separately from the others. This applies to larger areas when we consider the 
rainfall of the earth. The causes of rainfall are not the same in all parts of the 
earth, and therefore the causes of rain deficiency will not be the same” (p. 218). 

Mr. Tannehill is the first to formulate the hypothesis expounded in this book 
that on a broad scale the Pacific Ocean controls the droughts of the North 
American continent, and it is the only theoretical approach to the question 
known to me that seems to make sense. Tannehill admits the inadequacy of the 
data, and the weak points in the explanations. He points out that the weather 
data collected in the past have been determined by the uses to which they were 
to be applied, which was legitimate, but that for such studies as the subject of 
this book different kinds of observations are necessary. Pending further research 
and testing, the Tannehill hypothesis seems to merit serious consideration, but 
expectations must be kept within the limits set by such statements as those quoted 
above. Certainly, the economic historian should “stop, look, and listen” before 
generalizing about droughts, cycles, and economic history. 


The University of Kansas James C. MALIn 


Jesse Buel, Agricultural Reformer. Selections from his writings; edited with an 
Introduction by Harry J. Carman. New York: Columbia University Press, 
1947. Pp. xxxvi, 609. $6.75. 


As delineated in Harry J. Carman’s excellent interpretative introduction, Jesse 
Buel (1778-1839) belongs to that distinguished but comparatively unhonored 
group of heroic Americans who devoted most of their time and energy to the 
cause of better farming and the improvement of agriculture as a way of life. 
Having achieved success as a printer and businessman, Buel turned in 1821 to 
the problems of farming and rural life. By scientific methods he made his 
eighty-five-acre farm in the sandy barrens west of Albany, New York, a paying 
enterprise as well as a veritable agricultural experiment station. In order to dis- 
seminate the principles of improved farming, Buel carried on extensive corre- 
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spondence, served as secretary of the New York State Board of Agriculture, wrote 
many articles for the agricultural press, made the Cultivator which he edited the 
most popular farm periodical in the country, and promoted the cause of agricul- 
tural education in the New York legislature and elsewhere. Motivating his many 
and varied activities was his profound faith in the importance of agriculture to a 
nation and in the necessity of an educated citizenry if democracy was to survive 
and fulfill the destiny that he visualized for it. 

The bulk of this volume consists of carefully edited selections from Buel’s 
writings on agricultural matters. The first section (pp. 3-129) is devoted to cor- 
respondence, editorials, and articles by Buel from the Cultivator and other farm 
papers. The second (pp. 133-255) provides the texts of Buel’s addresses before 
agricultural and horticultural societies. The third section (pp. 259-586) is a 
reprinting of the 1839 edition of Buel’s book, The Farmer’s Companion, and its 
appendixes. 

The Farmer's Companion ranks high in the history of agricultural literature, 
and all who are concerned with the history of agriculture are indebted to Mr. 
Carman for making it readily available. The book was originally prepared at the 
request of the Massachusetts Board of Education for use in the school and rural 
libraries of that state. Its twenty-seven chapters are a summary of Buel’s agricul- 
tural experience and wisdom. They cover practically every phase of husbandry and 
reveal the author as a master in his time. Concerning the book’s scientific and 
literary attainments, Buel himself wrote: “I write as I think and practice; and 
have endeavored to adapt my style to the capacities of common readers... . . 
Indeed, so far as my ability would permit, I have endeavored to unite science and 
art, as I think they ever ought to be united, in all the business of farming of 
which I have treated.” According to Buel, “The great objects of the farmer 
should be to obtain the greatest returns for his labor, without deteriorating the 
fertility of the soil; and to restore fertility, in the most economical way, where it 
has been impaired or destroyed by bad husbandry.” 

The volume is a significant and useful addition to the literature on agricultural 
history. 


United States Department of Agriculture Everett E. Epwarps 


A Century of Farming in lowa, 1846-1946. By members of the staff of the Iowa 
State College and the Iowa Agricultural Experiment Station. Ames: Iowa State 
College Press, 1946. Pp. xiv, 357. $5.00. 


Studies in agricultural history are so scarce that one is tempted to welcome the 
appearance of a new one with wholly uncritical gratitude. Title and sponsorship 
of the present volume hold great promise. Prepared by a group of agricultural 
educators and research workers, this volume commemorates Iowa’s first centen- 
nial and outlines a hundred years of agricultural development in the state that 
lies at the “core” of the American corn belt. Readers acquainted with the difh- 
culties that can arise in the creation of a symposium may experience doubts when 
they note that approximately forty persons contributed to the volume. One chapter 
is attributed to six people, and other chapters to two or three. Most dangers on 
this score, however, have been avoided. Chapters are equally well written, style is 
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uniform, overlapping is negligible, and the final impression left with the reader 
is that a multitude of farm activities have been described by persons whose 
special knowledge inspires confidence. 

The introduction or “Overview” suggests that the volume is more than 
simple history; it is a study in environmental adaptation. As is to be expected in 
the description of the first century of agricultural life and labor in an untried 
region, chapter after chapter recounts a saga of difficulties met and overcome. 
The reader will recognize, in this emphasis on difficulties disposed of, the natural 
scientist’s concept of adaptation as a finite process, a process whereby the advance- 
ment of knowledge puts problems behind us one by one. Behind lie colossal vic- 
tories; far ahead lies the millenial goal of all causes known, all problems solved. 
Heaven, denied in the name of science, proves as indispensable for the scientist 
as for the religious fundamentalist. 

Social adaptation is at least as important as adaptation to natural phenomena. 
A historical study of Iowan agriculture should tell something of how Iowa farm- 
ers have lived and carried on their economic, political, and social activities in 
relation to other groups within and without the state. This volume contains 
chapters on the standard of living, the pattern of farm management, farmers’ 
organization, and agricultural education. Apart from these chapters, the analysis 
of social processes in Iowa goes little beyond the oft-repeated economic dictum 
that in their pioneer days Iowa farmers were largely self-sufficient but that later 
generations have become increasingly dependent on outside markets for sale and 
purchase. Two criticisms arise. First, neither in the individual chapters nor in 
any covering chapter is more than passing reference made to this increasing 
interdependence. Second, and of much more significance from the standpoint of 
historical accuracy, none of the casual references to the near self-sufficiency of the 
pioneer Iowa farmer is followed by an attempt to assess critically the degree of 
self-sufficiency. The self-sufficient North American pioneer is a textbook stereotype 
familiar to everyone through all levels of formal and informal education. In 
my opinion, this stereotype represents one of the major distortions of North 
American economic history. This volume merits high marks as a technical history 
of Iowan agriculture. It will prove disappointing to those whose primary wish 
is to learn of the part played by Iowa farmers in the life of the nation. The 
absence of a bibliography and the sketchiness of the index must be noted. 


University of Saskatchewan V. C. Fowke 


The Farmer in the Second World War. By Walter W. Wilcox. Ames: Iowa State 
College Press, 1947. Pp. xii, 410. $4.00. 


American agriculture in the 1930’s was a sick industry which Congress was 
treating with a variety of panaceas and stimulants. These, fortunately for the 
nation in the 1940’s, had the effect of expanding its productive capacity and, 
unwittingly, preparing agriculture for the demands of war. The individual 
farmer’s response to the traditional profit motive under war conditions is a matter 
of record. That record was established, however, under federal administrators 
of agricultural programs who supplied little leadership in preparing for war 
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conditions and who, by and large, never did develop concepts of requirements 
adequate to war and postwar needs. 

The story of American agriculture’s support of the nation at war is a highly 
complex one in which past problems and corrective policies, new needs and 
methods, regional politics and governmental bureaucracy are, together with many 
other factors, inextricably intertwined. Walter W. Wilcox has given us a useful 
if brief account of the wartime experience. 

Though the Department of Agriculture participated in the project for admin- 
istrative histories of the war, sponsored by the Committee on Records of War 
Administration, it limited its program to monographic studies for internal use 
and made no attempt to prepare an over-all history of its war experiences for 
public consumption. Instead, the department accepted an invitation of the Com- 
mittee on War Studies of the Social Science Research Council to co-operate with 
Mr. Wilcox in the preparation of an unofficial history. In addition, the author 
enjoyed the support of the Wisconsin Agricultural Experiment Station. 

While the Department of Agriculture made available the materials gathered 
by its war research project, “together with all other data in the Bureau’s [Agricul- 
tural Economics] files,” most of the citations are to published materials generally 
available. The files of the department generally were apparently not available. It 
would seem that the vast body of information held by the Department of Agri- 
culture remains untouched. 

Major emphasis in the study is given, properly, to wartime production problems 
and the intimately related questions of price. Three chapters are devoted to a 
description of the status of agriculture in the period immediately prior to the 
war, the federal policies affecting it, and the institutions administering those 
policies. There follow four chapters on agricultural production, one on marketing, 
and seven on price policies and their operation. Other topics given major treat- 
ment include rationing, technological change, the effect of the war on the farm- 
ing unit, changes in world markets, the effect of industrial expansion on agricul- 
ture, the changing functions of the Department of Agriculture, and the role of 
farmer organizations. In a final chapter appraising the nature of the farm 
problem at the end of the war, the author concludes that “though substantial 
progress has been recorded in farm families’ standards of living, and in the 
legislation designed to improve and stabilize their income, the basic problems 
remain unsolved,” and goes on to suggest that farmers now face a choice in 
regard to the amount of governmental regulation they are prepared to accept to 
secure high, stabilized incomes. 

The usefulness of the study suffers from a shift of interest in the latter part of 
the book away from the character and adequacy of wartime administration of 
agriculture to concern with its postwar problems. Though numerous comments 
are made which are critical of wartime governmental administration and policy, 
these are unfortunately not brought together and summarized. Moreover, though 
policy development is consistently treated, it is rarely deeply cultivated. The 
atmosphere of conflict which permeated almost everything related to agriculture 
in wartime Washington appears here only in highly dilute form. Few personalities 
appear in the book. From the point of view of the administration of a war pro- 
gram, the impression left is distinctly unflattering to official agricultural leader- 
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ship—both that in Congress and that in the Department of Agriculture. The 
story here told confirms the wisdom of the wartime policy of setting up entirely 
new agencies to administer wartime programs, a policy which President Roosevelt 
followed in almost every case except in that of agriculture. 


Princeton University CiarENcE H. DaNHoF 


INDUSTRY AND LABOR 


Wiring a Continent: The History of the Telegraph Industry in the United States, 
1832-1866. By Robert Luther Thompson. Princeton: Princeton University 
Press, 1947. Pp. xviii, 544. $7.50. 


Here is an industrial biography free of the vices of either muckraking or 
whitewashing. The narrative is based on a wealth of manuscript sources, and 
presents in fine detail the origin and institutionalization of the telegraph in the 
United States. The author is content to let the facts speak for themselves; readers 
so inclined, however, will find the history rich in themes for speculation and 
moralization. Those concerned with “ends” can stress the fact that a telegraph 
network, the largest in the world, was built and built quickly in order to serve 
important political, economic, and social needs. Others concerned with “means” 
can point to the shoddy construction, watered capitalization, financial manipula- 
tion by insiders, restrictive practices, lack of technological advance, and rate wars 
followed by inflated rates. In both its bright and seamy aspects, the general pat- 
tern of telegraph development foreshadowed a pattern later to be repeated over a 
large sector of railroad and other public-utility development. 

After the construction of the Washington-Baltimore line in 1844, financed by 
a Congressional grant of $30,000, had proved the practicability of the telegraph, 
Morse sought to sell his patent rights to the government. Such a “mighty engine 
for good or evil” should, he felt, be operated by the government in conjunction 
with the post office. Rebuffed by Congress, Morse and his associates, including 
Amos Kendall, F. O. J. Smith, Ezra Cornell, and Alfred Vail, began in earnest 
to commercialize the telegraph. The Morse interests found the road to fortune 
rough and rocky. By 1850 there were twenty-three leading telegraph organiza- 
tions only a few of which were profitable, the public having been alienated by the 
poor service and high rates. A period of consolidation followed, resulting finally 
in the triumph of The Western Union Telegraph Company, which pre-empted 
both domestic telegraph and cable communications. 

The step-by-step elaboration of the process by which Western Union became 
one of the first nationwide industrial monopolies as presented by Mr. Thompson 
combines a high level of historical scholarship with considerable literary quality. 
On the economics side, however, the study is much less adequate. The economist 
will feel the need for an integrated economic framework and for more data, 
statistical and interpretative, on service, rates, traffic, capital structure, financial 
practices, and operating characteristics. The author indicates the impact of the 
telegraph on the newspaper and railroad industries, but omits consideration of its 
effects on mercantile, financial, and other industries, as well as its relation to 
location and size of industrial operation. Mention is made of the fact that 
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thousands of miles of government lines, constructed during the Civil War, were 
given to Western Union in payment of wartime claims, but the author fails to 
state how substantial an addition to the company’s property the award represented. 
To complete the history of the year 1866, the author might have described the 
Post Roads Act as a beginning in bringing the telegraph under public regulation. 
But this is only to say that every study is a starting point of another study. 

Mr. Thompson is to be commended for his well-organized, scholarly, and read- 
able history. Princeton University Press also is to be commended for the excellence 
of the book’s format, including its jacket, maps, diagrams, and other illustrations. 
Particular attention is called to the fifteen appendixes, mainly copies of business 
contracts, which provide an illuminating insight into the intracorporate and inter- 
corporate relations of the telegraph industry. 


Washington, D.C. H. H. Gotpin 


California Gold; The Beginning of Mining in the Far West. By Rodman Wilson 
Paul. Cambridge: Harvard University Press, 1947. Pp. xvi, 380. $4.50. 


Neither antiquary nor economist, neither historian nor engineer or metallurgist 
will find in California Gold anything of notable significance that he does not 
already know. Like the gold miners, Mr. Paul has done a lot of digging; but the 
end product is something less than scholarship. The book’s material is not well 
organized; for a more scholarly treatment of the material would have involved 
less skipping around in time and space and more concentration on the why’s and 
the how’s, the broad principles and paths of evolution of what had emerged by 
1873. There is no apparent reason for stopping at 1873, except that it was a 
quarter of a century after 1848. One gets amazingly little infotmation about 
economic organization, practically none about personalities. 

The vague, unsatisfactory character of the work, as a piece of economic history, 
is made clear from two passages in the final chapter, called “Epilogue.” The first 
is this (p. 337): “Within that span of twenty-five years, California mining 
passed successively through a short period of flush times, during which the rudi- 
ments of the trade were learned, then through a longer interval of transition, 
while the adjustment was being made to better methods of exploitation, and, 
finally, after the discovery of the Comstock Lode (in Nevada), through an era 
which was simultaneously a time of colonization beyond California’s borders and 
of mature progress within the state itself.” 

Well, of course. That sounds like scores of other mining districts, gold or silver 
or nonprecious metals. What about it? 

The other passage from the “Epilogue” is the last sentence in the book: “In 
California at least a dozen nationalities and half that number of racial strains 
made major contributions to the progress of mining, and the great state which 
flourishes today upon America’s western border stands as a lasting monument to 
the effectiveness of their joint labors.” 

Again, so what? To use a horrible pun, panning this book yields flakes rather 
than nuggets of scholarship. 


New York, New York F, E. RicHTer 
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Bonanza Railroads. By Gilbert H. Kneiss. Stanford University: Stanford Uni- 
versity Press, 1947. Pp. 205. $3.00. 


Mr. Kneiss describes in dramatic detail the rise, prosperity, and decline of six 
short-line railroads of northern California and Nevada. All but one were built to 
serve the booming gold, silver, and lead mining communities of the second half 
of the nineteenth century. Mr. Kneiss, Pacific Coast Vice-President of the Railway 
and Locomotive Historical Society, is a “rail fan” who writes lovingly of each 
engine and car. He is more concerned with amusing incidents of the period than 
with the economic significance of the railroads. It is therefore a flavorful and 
highly entertaining story—antiquarian writing at its best. Although undocu- 
mented, the book has a full bibliography and an index of names. 


Harvard University JosepH T. LamMsBie 


The Great National Project: A History of the Chesapeake and Ohio Canal. 
By Walter S. Sanderlin. [The Johns Hopkins University Studies in Historical 
and Political Science, Series 64, No. 1.] Baltimore: The Johns Hopkins Press, 
1946. Pp. 331. $3.00. 


An important contribution to the history of transportation in the United States 
during the nineteenth century, this monograph is definitive on those aspects of 
the history of the Chesapeake and Ohio Canal that the author selects for atten- 
tion, namely, the promotion, construction, and management of the canal by a 
company that by virtue of heavy federal, state, and municipal subsidies was in 
effect, if not in law, a public enterprise. The title is something of a misnomer; 
the canal was not national in conception, execution, or influence. While Congress 
was persuaded to subscribe a substantial amount of the company’s original stock 
and the basic survey of the route was carried out by United States engineers— 
forms of federal assistance granted various other internal improvements in this 
period—the canal never attained more than local significance. Because of the fail- 
ure to extend construction across the mountains to the Ohio River, the Chesapeake 
and Ohio Canal belied its name, serving little territory beyond the Potomac Valley. 
Financial difficulties compelled the company to turn to the state of Maryland for 
aid at a relatively early stage in construction. The price paid for this assistance 
was control by the state, a situation that continued until the nineties when the 
Baltimore and Ohio Railroad succeeded in bringing the canal under its suzerainty 
as insurance against any possible threat to its own position. 

In dealing with the problems of promotion, financing, construction and repair, 
and management, complicated as each was by local, state, and, in much less 
degree, national politics and by the pressures of conflicting economic interests, 
Mr. Sanderlin is at his best, presenting a clear-cut narrative which leaves little 
to be desired. He demonstrates that the canal was a failure in terms of the larger 
economic objectives as well as financially. In his analysis of the causes for this 
failure he stresses the heavy cost of construction and maintenance, political inter- 
ference, and the implacable opposition stemming from the rival enterprise, the 
Baltimore and Ohio Railroad. Of particular interest is the account of the efforts 
of the canal company to increase traffic and income by extending control over 
terminal facilities and transportation rates and by stimulating trade and industry 
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along the line of the canal. Those accustomed to associate the heyday of canal 
transportation with the second quarter of the century will be interested to learn 
that the Golden Age of the Chesapeake and Ohio Canal fell within the years 
1870-1889. Abundant evidence is presented to show the failure of engineering 
ability to cope with the hydraulic forces that in the form of floods repeatedly 
wrought havoc with the banks and physical properties of the canal, compelling 
the frequent suspension of operations for extended periods and adding tre- 
mendously to the costs of repair and maintenance. 

There are few faults to find in so solid and workmanlike a study as this. 
In view of such useful studies as those of Bishop, Bogart, Dunaway, Jones, Put- 
nam, Roberts, and Whitford and such popular writings as those of Edmonds, 
Harlow, and Hulbert, it is a little surprising to find reference in the Preface to 
“the widespread apathy toward the history of waterways,” and to read that in 
American historiography “individual canals have been almost entirely ignored.” 
A more extensive use of the existing literature would have made possible more 
frequent comparative references, enabling the reader to see the Chesapeake and 
Ohio in much clearer perspective. One is further surprised to find in a footnote 
(p. 283) the statement that, in contrast with the state works that were usual in 
Europe, most American canals were privately constructed. In the strict numerical 
sense this may possibly be correct, but the major canal systems in the United 
States, especially those in New York, Pennsylvania, and Ohio, were state owned, 
built, and managed. The one serious weakness in this study is the failure to 
bring it to completion with an account of the organization and conduct of trans- 
portation service on the canal. The economic historian is not likely to object to 
the author’s decision to give subordinate attention to the “social history” of the 
canal, but to ignore, except for incidental and often incomplete references, the 
actual conduct of transportation upon the waterway provided by thé canal com- 
pany is, to use an old cliché, somewhat akin to presenting Hamlet without the 
Prince of Denmark. An additional chapter or two would have filled this gap 
and spared historical students from the uncertain alternatives of awaiting a 
possible completion of this study in a separate monograph by Mr. Sanderlin or 
depending upon the unlikely prospect of another scholar undertaking an inde- 
pendent investigation of a subject that, except in this one respect, has been so 
thoroughly exploited. 


The American University Louis C. HunTER 


Reclaimed Rubber: The Story of an American Raw Material. By J. M. Ball. 
Foreword by William Welch and Epilogue by Fred E. Traflet. New York: 
Rubber Reclaimers Association, 1947. Pp. 248. $5.00. 


Beyond the ken of most of us, reclaimed rubber is an interesting, significant 
commodity. On three occasions—when failing supplies of natural gum enabled 
the Brazilian entrepreneurs to run the price up to a record high; when the 
Stevenson plan gave plantation owners a temporary but very effective control of 
price; and when World War II created a rubber famine in this country— 
reclaimed rubber played a crucial economic role. Once an extender of supplies 
and stabilizer of price, it now holds a place of its own. No longer a cheap sub- 
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stitute, it is a compounding ingredient of recognized merit. For many years 
reclaimed rubber has made better rubber goods for specific purposes cheaper. 

In his competent history of the industry, John M. Ball pardonably presents the 
rubber reclaimer as a sort of recurrent savior of the rubber industry. He is 
naturally anxious that the rest of the world know the worth of reclaimed rubber 
and appreciate its constructive economic function. His account of the three 
reclaiming processes—mechanical, acid, and alkali—are technically correct yet 
clear to the layman. He makes understandable the industry’s peculiar trials and 
tribulations: technical difficulties involved in reclaiming different types of rubber, 
especially since synthetic rubber has become an important element in compound- 
ing; commercial problems connected with a secondhand source of supply from 
widely scattered areas. 

On two counts especially, Mr. Ball’s little book serves as an excellent example. 
It is an almost perfect model for an industrial history written by a man who has 
spent many years in the business. While such works lack the polish of a profes- 
sional monograph, they are interesting and truly valuable source material. Their 
common fault is partisanship, which Mr. Ball has quite successfully resisted; and 
while his documentation is not as complete as one might wish, it is adequate and 
certainly high above the average. This book will serve also as a good precedent 
that may lead other industrial associations to underwrite historical studies. Deal- 
ing with an entire industry, such works acquire a breadth and impartiality 
impossible in an ordinary company history, and furnish a wealth of firsthand 
material sorely needed by both economists and economic historians. 


Stonington, Connecticut Witurams Haynes 


The Big Bonanza. By Dan De Quille. New York: Alfred A. Knopf, 1947. Pp. xii, 
439. $5.00. 


The editors and publishers deserve the thanks and approbation of the student 
of American life for republishing Dan De Quille’s classic story of the Nevada 
silver mines. Historians are peculiarly dependent upon reporters, and when an 
honest, careful, and competent newspaperman writes voluminously on a subject 
with which he is familiar the historian should rejoice. Dan De Quille (William 
Wright) lived in the Nevada silver region for forty years and spent the entire 
time as a member of the staff of the Virginia City Enterprise, the most important 
paper in the mining country. In 1876, at the suggestion of his friends and with 
the enthusiastic insistence of Mark Twain, he brought out The Big Bonanza. 
Since its publication it has been the chief source on the history of the Comstock 
Lode. De Quille knew the mines and the mining business, the community, and 
the entrepreneurs. He was an enthusiastic supporter of his town and its business. 
He had an eye for detail, the ability to put into clear but ungarnished prose the 
story that he had to tell, and he went to the trouble to find out much that was 
significant. 

The Big Bonanza describes the mining process in detail: the fabulous wealth 
of the rich veins of ore, the sudden twists and disappearance of the leads, the 
tomplicated and fascinating engineering methods of mining and processing, the 
serpentine railroad, the vast piles of supporting timbers in the mines, and the 
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intricate and extensive flumes that brought water and millions of feet of timber 
to the project. In addition, Indians and Indian wars, wages and accidents, pay 
rolls and working conditions, opium dens and restaurant fare, migrations and 
unions, tragedy and comical characters all find their place. The ebb and flow 
of speculation, the promotion schemes, and the place that the Nevada mines had 
in the building of San Francisco are pointed out. Often he attributes too much 
to the Nevada wealth, but he makes it clear that it was a mighty driving force 
in the growth of business enterprise in the Far West. De Quille was fascinated 
by it and he transfers much of his enthusiasm to the reader. 

One cannot help wishing that he had had greater success with his book. It 
sold well in the Far West, but the second printing moved slowly. It is not well 
done from the standpoint of organization and coherence. It is prosaic, repetitious, 
and episodic. The general reader who wants action, color, and vivid description 
will find it disappointing and boring. The good yarns are not used with skill 
or discrimination. One feels that Mark Twain, after enticing De Quille into 
writing the book, should have given him more help. 

The economic historian can read it with profit and enjoyment. The general 
picture of an unusual business community is clear and there is a great deal of 
valuable information. But much of the material that the historian of business 
enterprise wants is not in the book. There are bits on prices but no clear picture 
of the price structure. The corporate structure, the method of the managers and 
most of their problems are not treated. De Quille was only a newspaperman and 
wrote as a reporter. In spite of the book’s shortcomings it is a rich source of 
information and a valuable contribution to economic history. 


University of Missouri W. Francis ENcLIsH 


The Aluminum Cartel. By Louis Marlio. Washington, D.C.: The Brookings 
Institution, 1947. Pp. xi, 130. $1.50. 


A book that contains as few adverse judgments on the four international 
aluminum cartels (1901-1939) as does the present one can scarcely avoid the 
reproach of incompleteness. Since it was not Louis Marlio’s purpose to give an 
exhaustive account of the aluminum industry’s development and organization, 
it is probably more to the point to discuss his book in terms of its more restricted 
aim. That aim, certainly a legitimate one, is to develop an argument, based on 
the experience of the aluminum industry, showing that the cartel form of indus- 
trial organization is not inseparable from the evils and abuses commonly attrib- 
uted to it by American opinion. 

Mr. Marlio is incontestably on firm ground when he notes that if the cartel 
problem is to be jointly dealt with by the United States and the European nations, 
it will be necessary to reach a practical compromise between the widely divergent 
viewpoints prevailing on the two sides of the Atlantic with respect to this very 
question. And as an extremely well-informed and persuasive spokesman for the 
European point of view, he should receive a respectful and thoughtful hearing 
for his argument. His book is, besides, closely reasoned, carefully qualified, and 
largely free of the polemical tone that mars so much of the current literature on 
the topic. 
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As former chairman (1926-1939) of the central accounting agency of the 
cartel, the Alliance Aluminum Company, as well as chairman or managing 
director for twenty years of the French Aluminum Company, Mr. Marlio had 
unique opportunities to acquire a complete knowledge of the matters on which 
he writes, and consequently much of his book has the status of source material. 

A meaningful appraisal of the factual material on which much of the argument 
of this book rests is extremely difficult for one who is not thoroughly versed in 
the cost structure of the aluminum industry. One of the crucial points at issue 
would seem to be whether the low-cost (Canadian) producers, whose desire to 
expand output was reflected in the cartel’s substantially lower prices after the 
end of 1936, were not, even then, benefiting from prices that were unjustifiably 
high. The Canadian producers were willing, at any rate, to pay “royalties” (fines) 
ranging upward from £3 gold per metric ton of excess production into the 
cartel’s compensation pool between 1936 and 1938. Mr. Marlio is reticent on the 
subject of profits, devoting only a single paragraph (pp. 79-81) to the subject, 
and then only alluding to the difficulties (mainly company secrecy) in the way 
of making such information public. He finishes by giving as his own conclusion 
that “the profits made by the aluminum producers during the period 1926-39 
were on the whole satisfactory” (p. 81). 


Columbia University Ratpu H. Bowen 


The Origins of the Russian-Jewish Labor Movement. By A. L. Patkin. Melbourne, 
London, and New York: Bloch Publishing Co., 1947. Pp. 275. $3.50. 


This book by a man with intimate personal knowledge of the trends among 
the Russian-Jewish intelligentsia in pre-Soviet days—he emigrated to Australia 
in 1927—commemorates the fiftieth year of the founding of the social-democratic 
“Bund” (General Jewish Labor Alliance in Russia, Poland, and Lithuania) and 
the Zionist Organization. The Bund, created for the purpose of carrying on 
independent political actions by the Jewish laboring masses, claimed the rights of 
the Jews as a national group in the countries of their residence. The Zionists 
demanded the restoration of the Jews as a nation in Palestine. But from within 
the Zionist movement, labor groups emerged, such as the Zionist Socialists, the 
Poale Zion (Workers of Zion), and others. 

Fifteen chapters out of twenty-eight are given to the historical background 
of the Jewish labor movement in Eastern Europe which is traced back to 
eighteenth-century popular mysticism (Messianism and Chassidim) and the early 
nineteenth-century Haskalah (Enlightenment) of the higher social groups. In a 
rapid survey, the author points out the rise of Russian capitalism, the emergence 
of Jewish professional groups, the appalling conditions of Jewish workers, the 
beginnings of the Russian revolutionary movement, and the impact on Jewish 
youth of Marxian ideology in Georgi Plekhanov’s Russian interpretation. The 
Bund originated out of awareness of specific Jewish problems, and was strongly 
attacked by Lenin for its unorthodoxy. Mr. Patkin stresses the common points of 
the Bund and the Zionist programs which both proclaimed that the Jewish prob- 
lem is a national problem; he devotes brilliant pages to a comparison of Vladimir 
Medem, the outstanding Bund leader, with Theodor Herzl, the founder of the 
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Zionist movement. However, it is to be noted that the Bund fiercely fought not 
enly the bourgeois ideology of Zionism but also the programs of the Zionist labor 
groups, and a reconciliation was never achieved. 

The book abounds in sketchy apergus of Russian literature, the various con- 
ceptions of nationalism and autonomy, the problem of bilingual culture (Hebrew 
and Yiddish), and so forth. More emphasis on the role of the artisan guilds 
would have been expected in the discussion of the origins of the Jewish labor 
movement. The Association of Women’s Clothing Workers in Mogilev, White 
Russia, founded in 1864 and regarded as a departure in the history of Jewish 
labor, is not mentioned, nor does the author refer to Sarah Rabinowitsch’s basic 
study Die Organisationen des jtidischen Proletariats in Russland (Karlsruhe, 
1903). The materials of Koppel S. Pinson’s “Arkady Kremer, Vladimir Medem, 
and the Ideology of the Jewish Bund,” Jewish Social Studies (July 1945), pp. 
233-65, should also have been used. 

As a comprehensive account in English of the Jewish labor movement in the 
largest Jewish center before World War I, the book fills a gap and is to be highly 
welcomed. The handy volume is provided with an index, appendixes, and 
illustrations. 


New York, New York Mark WIscCHNITZER 


Union-Management Co-operation: Experience in the Clothing Industry. By Kurt 
Braun. Washington, D.C.: The Brookings Institution, 1947. Pp. xi, 259. $3.00. 


Although little new territory has been explored in this work, Kurt 
Braun’s book furnishes a clear and concise summary of the evolution of union- 
management co-operation in the men’s and women’s clothing industry. This story 
has heretofore been scattered through several of the standard volumes on col- 
lective bargaining, labor history, and union policies, and Mr. Braun performs a 
service to lay readers and to practitioners in the field by gathering this material 
into a single volume. Despite the author’s statement that a considerable portion 
of the research was based on oral interviews and correspondence, the confidential 
character of the information has prevented him from enriching the text with 
much identifiable material from these sources. 

According to Mr. Braun, the formula of union-management co-operation com- 
prises three essential ingredients: a disposition on the part of both union and 
management to work together to achieve their common ends; reliance on peace- 
ful means rather than industrial warfare to settle disputes; and progressive 
enlargement of the scope of collective bargaining to cover areas beyond the ele- 
mentary issues of wages, hours, and working conditions. The clothing industry 
furnishes an excellent example of the evolution of collective bargaining from the 
early stage of a struggle for power and status to the later achievement of col- 
laboration in the solving of mutual problems. 

Because of the many factors which Mr. Braun has had to review both his- 
torically and analytically, and because his book deals with two branches of the 
industry where contrasts as well as similarities have had to be noted, his explora- 
tion does not penetrate deeply into the tissues of union-management co-operation. 
What, for example, has been the relation of union security to the development 
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of management mindedness on the part of the officers? Did the early socialist 
philosophy of the union leaders play any part in the formulation of their policies? 
How is the decline of arbitration in the men’s clothing industry related to the rise 
of union controlled grievance machinery (not even mentioned in this book)? 
Has arbitration in fact declined in the women’s branch of the industry? What 
methods of discipline and control over the members have been necessitated by 
union-management co-operation? How are the various health and welfare funds 
operated? Finally, has conflict been eliminated in the industry or is it taking on a 
new form in the shape of contests for power between the two unions? These 
are questions which demand considerable research and to which existing literature 
affords no satisfactory answer. 

Mr. Braun is properly cautious in drawing any conclusions about the possible 
transfer of specific forms of collaboration developed in the clothing industry to 
other areas of business enterprise, but he rightly stresses the indispensability of 
an attitude of problem solving rather than one of insistence on traditional pre- 
rogatives. In conclusion he speculates about the survival of co-operation should 
another depression produce new tensions and conflicts. Yet the Taft-Hartley Act, 
a more immediate threat to the type of co-operation which Mr. Braun describes, 
receives no direct attention, possibly because the study was largely completed 
before its passage. That the author harbors some misgivings on this score is 
indicated by his guarded comments at the end of the volume. It is regrettable 
that a more forthright and candid analysis of the implications of the Act for 
union-management co-operation could not have been included, especially since 
several trenchant and relevant observations on union security and industry-wide 
bargaining are buried in the footnotes. 


Cornell University Jean McKELvey 


CITIES 


Les Origines du capitalisme, III: Deux fondations de villes dans l’Artois et la 
Flandre frangaise (X°-XV° siécles). By Georges Espinas. [Bibliothéque de la 
société d’histoire du droit des pays flamands, picards et wallons, XVI.] Lille: 
Librairie Emile Raoust (Paris: J. Picard et Cie), 1946. Pp. 310. Fr. 300. 


The name of Georges Espinas has so long been associated with that of Henri 
Pirenne that the significance of such association hardly needs to be commented on 
by a reviewer in any journal. And to me, at any rate, it seems only natural that 
M. Espinas should quote as a motto for his present work the remark by 
Kretzschmar: “Le plan d’une ville est une source d’histoire.” That is a thesis 
which I, as another disciple of Pirenne, warmly supported in my Borough and 
Town. 

The “two foundations” here described are those of Saint-Omer and Lannoy- 
du-Nord. The latter, a small Walloon town near Roubaix, has never become 
important; the question of how it came to be established in the fifteenth century 
constitutes merely an appendix to the author’s major study. Saint-Omer, on the 
other hand, had become a relatively great urban center by the opening of the 
twelfth century—especially famous to us historians for its unique guild ordinances 








112 Reviews of Books 





of about 1100 and for its unique charter of 1127. Concerning the growth of 
Saint-Omer during the earlier period, as M. Espinas points out, we have almost 
no written evidence; to fill the gap, he therefore appeals to the evidence of the 
town’s plan itself. Doing so, he indulges in what seems to me overly repetitious 
argument. But I have long been an ardent supporter of the Pirenne-Rietschel 
school; I do not have to be convinced that the layout of medieval Saint-Omer 
eloquently tells how the town grew. 

M. Espinas, I am sure, has soundly explained the origin of Saint-Omer. The 
town took its name from a castle erected by the count of Flanders in the ninth 
century, rather than from the monastery of Saint-Bertin, which had been 
founded in the seventh century. Like other great Flemish towns, Saint-Omer 
really began as a mercantile settlement and gradually acquired an urban char- 
acter in the course of the tenth century. Thus, long before receiving a charter in 
1127, it had become a truly bourgeois community, occupying a fortified area 
between the castle and the ancient monastery, and already enjoying many special 
privileges. 

As would be expected, M. Espinas has given us a scholarly book. It leaves me 
with only a single deep regret. He provides no map by which one unfamiliar 
with present-day Saint-Omer can easily trace its topographical development. He 
does, to be sure, reproduce two old engravings, together with an alphabetical list 
of streets and buildings to accompany the latter of the two, that by Deneuville 
(1773). To identify any feature on this plan, however, one has first to find its 
name on the list and then try to locate it by means of lettering in the margins— 
to me, at least, an infuriating task. Why could the history of Saint-Omer not have 
been illustrated, if not by a guide superimposed on the plan of Deneuville, by a 
simple little sketch—as has been done in so many works dealing with urban 
development throughout the Middle Ages? 


Cornell University Cart STEPHENSON 


Salem and the Indies: The Story of the Great Commercial Era of the City. By 
James Duncan Phillips. Boston: Houghton Mifflin Company, 1947. Pp. xx, 468. 
$6.00. 


To many persons the name of old Salem has a rather gruesome ring (what 
with witch trials, sensational murder cases, houses of seven gables, and so forth), 
but to James Duncan Phillips it will always be the town with the ideal past. He 
says that it fostered in men those qualities of “industry, thrift, and ability that 
carried them to the top, just as it always will be” (p. 363). He here treats of the 
Salem of the 1783-1816 period, the era of its booming commercial eminence, this 
being the third of Mr. Phillip’s scholarly books on the old North Shore port. 
It is primarily a description of ships and voyages, and of the men behind the 
ships, such as Mr. Derby’s “boys” and other nautical representatives of such 
famous old shipping families as Orne, White, Phillips, Gray, and Crowninshield 
(pronounced “grunshill”). Perhaps the Grays and Crowninshields should not be 
overemphasized, however, since they unaccountably turned out to be Jeffer- 
sonians in politics rather than good, reliable Federalists. Mr. Phillips has very 
little use for Jefferson whose “underhanded tact and hypocrisy” was equaled only 
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by the treachery of the Adamses, pére et fils, who “can never escape the odium 
of having gone back on their own party and their own section of the country” 
(p. 214). His beau ideal of a statesman is the Honorable Timothy Pickering, that 
upright Puritan whom Edward Channing once characterized as a first-rate 
example of a second-rate mind. 

This is a great merit of Mr. Phillips book: he never leaves you in any doubt 
about his opinions. A strong wind of honesty blows through his toprigging, and 
he roars out the truth in quarter-deck fashion. His miscellany of dislikes includes 
modern blends of tea and coffee, “freshwater colleges,” “the flamboyant morons 
of Hollywood or Broadway,” and Ph.D.-granting universities (places like Har- 
vard, no doubt), all of which fall under the ban of his displeasure like lubberly 
seamen under the belaying pin. 

When the Revolution ended, Salem captains turned to new trading areas, 
especially in the Baltic and the Orient. In the new pepper trade they waxed par- 
ticularly rich and great, sailing the seven seas in superb ships of New England 
make, great ships whose construction had been encouraged by those privateering 
opportunities of which Salem men were ever appreciative. About the individual 
voyages in this new, world-wide trade, Mr. Phillips gives a wonderful amount 
of information. He has documented the story of this remarkable seaport in its 
most remarkable business era (until Jefferson spoiled it, of course), with 
simplicity of purpose, in clear prose, and even with a charming kind of dry 
humor. One wishes that he had expanded his several chapters on the social side 
of Salem, those pertaining to the mores of her people. What about the Salem 
women who were behind the “men behind the ships”? Those doughty sea cap- 
tains stayed away from home an awfully long time! The Psalmist tells us that 
men who go down to the sea in ships do business on great waters and behold 
the wonders of the Lord; and while both of these things were no doubt true of 
the men of Salem, one cannot but wonder if they did not also look upon the 
works of the Devil from time to time in the distant parts of the earth. Mr. Phil- 
lips ventures only one little patch of purple prose on this interesting question, 
and he there puts the case so invitingly that one regrets his not having expanded 
the entire subject. 


Brooklyn College Rosert A. East 


Money Town: The Story of Manhattan Toe, That Golden Mile Which Lies 
between the Battery and the Fields. By Frederick L. Collins. New York: 
G. P. Putnam’s Sons, 1946. Pp. viii, 326. $5.00. 


It is quite likely that Mr. Collins did not write the story of lower Manhattan 
for readers seriously interested in urban history; but lest anyone might think he 
had, it is necessary to report that Money Town does not meet the existing need 
for a sound, well-organized, and readable one-volume account of that historic 
part of New York City. The author has put together a potpourri of incident and 
anecdote purporting to tell the story of what he calls “the place where we all got 
drunk” from “the day of Henry Hudson’s dubitable discovery to the eve of 
Jimmie Walker’s indubitable departure.” The reader is early informed that the 
chronicle is to be told by “a sort of antiphonal process of looking at the record 
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and taking a walk.” Thus, narrative chapters are alternated with groups of brief 
paragraphs of unrelated incident, chronologically arranged, such as those for the 
early eighteenth century which Mr. Collins calls “a brief inning by inning 
résumé of some of the hits and runs and errors scored in Manhattan Toe between 
1709 and 1759, which was .. . . about the time when the starting pitchers for 
the 1776 world series really began to warm up.” Throughout the volume, reader 
interest appears to be the criterion of selection as well as of literary method, a 
practice which leads the author to include a good deal of material which, in his 
opinion, “is interesting if true, or even if it is not true.” A more straightforward 
account, with less attempted witticism, labored metaphor, and concern for popular 
appeal, might have been equally entertaining and certainly would have been more 
useful to readers interested in understanding the development of a historically 
significant section of the New York community. 


New York University Bayrp STILL 


Ducktown: Back in Raht’s Time. By R. E. Barclay. Chapel Hill: University of 
North Carolina Press, 1946. Pp. xi, 286. $5.00. 


This book tells a story common enough in American business, but not in 
American business history: the story of a business failure, out of which one 
Sombartian character managed to make a fortune. 

Mr. Barclay worked seven years on this history of the Union Consolidated 
Mining Company of New York and Ducktown, Tennessee, the failure, and of 
Consolidated’s mine superintendent, J. E. Raht, the Sombartian success. He 
consulted every kind of record from court reports and old newspapers to grave- 
stones and ancient memories got at in interviews and international corre- 
spondence. Probably every shred of evidence on Ducktown copper mining back 
in Raht’s time (1854-1878) went through his hands. Yet nowhere do we find 
a satisfactory answer to the most intriguing question in the whole story: Why, 

when “two thirds of all disbursements of the company for labor, fuel, and other 
_ materials were paid through Raht’s stores” (he had purchased the commissaries 
at the mines from one of the directors in 1858), why did the company itself, 
urged again and again as it was even by the faithful Raht to do so, fail to take 
over and operate the lucrative stores? 

Mr. Barclay’s only answer (p. 162) is that “from the beginning of mining in 
Ducktown, not one of the many companies that had operated there had owned 
its own store. This privilege had been granted to local agents and superintendents, 
and it seemed that the Union Consolidated was determined to follow this 
precedent even if it meant they must go broke in doing so.” Follow the precedent 
the company did; and so did it go broke. But what of the officers and directors? 
One of them, President Thomas, became bankrupt in 1877. But there are sug- 
gestions that some of the others used the company successfully for speculating in 
the stock which was traded on the New York Exchange. If Mr. Barclay pursued 
this line of inquiry he has not vouchsafed us any answers from it, not even 
negative ones. 

Though Ducktown, today, is the only major copper-producing region in the 
United States east of Arizona, back in Raht’s time more than twenty-five com- 
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panies, financed largely in New York and London, tried vainly to make a go of 
copper mining there. Of these, Union Consolidated lasted longest, from 1854 to 
1878. In that period it paid one dividend, of 5 per cent, out of capital. In the 
meantime, except for the Civil War years, Raht, who had the privilege of 
checking off from the worker’s quarterly wages what they owed at his store, 
was netting annually some $50,000. By 1870 he was the “richest man in Ten- 
nessee” with interests in real estate, farming, banking, milling, hauling, and pri- 
vate moneylending at the usual 10 per cent. One of his best money-borrowing 
clients was Union Consolidated itself, which having spent far too much for cop- 
per lands never had adequate capital for current operations. Most of the time the 
company’s credit was so bad that Raht, with his income from the “company” 
store, was the company’s only source of funds. Since he was also, from time to 
time, sales and collecting agent for the company he generally had the money 
to refund to himself before New York officers and directors saw any. 

At one stage in 1875, however, the company owed Raht over $100,000 and as 
certain new directors seemed to be maneuvering to suborn company assets Raht 
sued. The company countersued for over $1,000,000 which it suddenly claimed 
as its rightful return from Raht’s store. Raht easily won both suits, which 
dragged on to 1878. That year Union Consolidated expired. Raht himself died 
in 1879. 

Only after the railroad came to Ducktown in 1890 was copper mining revived 
there, and then very successfully. But that is not part of Mr. Barclay’s extraordi- 
nary story. Ducktown’s sad prerailroad history he has told very well. 


New York, New York WILLIAM MILLER 


AMERICA INTERPRETED 


American Economic History. By Broadus and Louise Pearson Mitchell. Boston 
and New York: Houghton Mifflin Company, 1947. Pp. xi, 928. $5.00. 


A text is as much a matter of taste as pickled tripe. A reviewer cannot foresee 
the preferences of his colleagues, but can only present the outstanding char- 
acteristics of such a book, to save the time of anyone who will clearly find it 
undesirable. 

The Mitchells’ book both looks and reads well. The type is good. The style 
is usually lucid and sometimes sparkling. The narrative is not unduly burdened 
with statistics, although the authors weaken a trifle toward the end. Quite under- 
standably the economic influences are given comparatively great importance, but 
an unusual effort is made to relate economic to other factors, particularly the 
political. This method of treatment is most evident in the two thirds of the book 
that carry the story through Reconstruction; the last third is more narrowly 
economic. Some users may object to what they feel are digressions, or to the 
comparatively large treatment of the earlier periods. 

Considerable emphasis is given the South and the West. Very large space is 
devoted to pre-Civil War slavery, which is condemned wholeheartedly. The west- 
ern story in general follows Turner and at some places is antiquated. The Whit- 
man episode is repeated in modified form, too great credit is given Shreve, over- 
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much importance ascribed to the Homestead Act, the western attitude toward 
speculation misstated, the importance of railroad land grants overdone—Robert 
Henry will probably writhe at the land-grant map. Among the inaccuracies are 
the statements that the Columbia River was used west from Walla Walla by 
early migrants and that Independence is a part of Kansas City (page President 
Truman). The description of the Oregon trail does not accord with the map, and 
it is at least questionable to state that early western states were laid out “in 
enormous squares” (p. 198). 

The book is reasonably accurate, provided the reader is not a perfectionist. 
Most exasperating are the contradictions, as the spelling of Robert Gray (pp. 447, 
457), the date of the completion of the Pennsylvania Canal (pp. 360, 362), and 
the uncertainty whether Cumberland first saw a railroad or a canal (pp. 358, 
359). Factual errors, as the statement that the Clayton Act prohibited holding 
companies, are of varying importance. Many statements may be argued, as that 
big business originated in the last quarter of the nineteenth century, that the 
auction system was the same as dumping, that Theodore Roosevelt was more 
realistic than Woodrow Wilson, that the sectional split was greatest immediately 
after the War of 1812, that unemployment was the main cause of the pressure 
for shorter hours. The authors are quite prolific of such generalizations. 

The organization of the book is topical within chronological periods. With 
comparatively few chapters, some are inevitably sort of catchalls, while others, 
such as 20, 29, and 32 seem not organized as well as possible. Particular topics 
such as the control of big business become at times difficult to follow. The 
authors lean to the fairly considerable development of certain topics, even if the 
result is to minimize or exclude others. For example, there is almost nothing on 
early trade with the Far East, on the fur trade of the Great Lakes region, or on 
the disposal of the public domain before 1862. Early explorations are treated 
extensively, but those of the trans-Mississippi West are limited to little more than 
Lewis and Clark, Pike and Frémont. The same uneven treatment exists within 
each topic. Trans-Mississippi railroad construction is confined to an account of 
the Union Pacific—Central Pacific. There are accounts of several early railroads 
and canals, but early steamboats and steamboating are dismissed briefly. This 
type of treatment has both virtues and defects. 

The reading lists are generally short, averaging about ten titles per chapter. 
They omit many obvious possibilities and tend to emphasize the older books. 
Excluding the last five chapters, which are practically contemporary, each pre- 
vious chapter averages three books published since the crash of 1929. The index 
is only fair; such items as the Clayton Act, Hepburn Act, Smoot-Hawley Act, 
China, Far East, trade do not appear as separate entries, although they are dis- 
cussed in the text and probably appear at other places in the index. 

The general point of view that emerges most clearly is a thoroughgoing sup- 
port for government in business—not only to regulate, but even more to own 
and operate. The authors go out of their way to assert, for example, that the 
railroads might much better have been built by the government than by private 
enterprise; they minimize opposing evidence, as the Indiana canal adventure. 
They oppose the antitrust laws as obsolete and unrealistic, and are certain that in 
the modern atomic age the federal government should be the great controlling 
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and operating agency. Franklin Roosevelt is greeted at first with the muted 
blare of trumpets, but loses favor when he fails to work consistently for a planned 
economy. He then falls even further from grace when he leads us into the destruc- 
tiveness of World War II. One cannot help admiring the vigor of these views 
when obviously they will hurt sales. Whether or not they are correct is one of the 
decisions that the instructor must make when he decides whether or not he will 
adopt the book as a text. 


Dartmouth College Rosert E. RrEece 


The American Experience: An Interpretation of the History and Civilization of 
the American People. By Henry Bamford Parkes. New York: Alfred A. 
Knopf, 1947. Pp. xiv, 343. $3.50. 


“The character of a nation .... is the product of its past experience” (p. xi). 
Mr. Parkes is primarily interested in the American character so he recounts as 
much of American experience as he feels is necessary to explain this character. 
The result is disquieting. Americans, he reports, are confused by their expe- 
rience, they fail to understand its real meaning, and this lack of comprehension 
is in danger of destroying their capacity to meet a world responsibility in a dark 
hour for Western civilization. 

The chief element in the American character is “the belief that the average 
man can be trusted with freedom and responsibility . . . . and that whenever he 
finds adequate opportunity for exercising initiative, hidden talents and energies 
will be released for constructive purposes” (p. 336). Faith in this character 
produced a state of mind called American democracy. By playing a leading role 
in World War II, the United States was in a position at its close to encourage 
the nations of the world to acquire this state of mind “by imitation and example” 
(p. 332). But Mr. Parkes believes the United States is in danger of failing in this 
mission because its citizens are now doubtful and confused about their own 
significance. “They cannot organize democracy abroad because they have not yet 
discovered how to organize it at home” (p. 333). “What they lack is a stronger 
faith in themselves, a fuller understanding of their own principles, and a sense of 
direction” (p. 343). 

The purpose of Mr. Parkes’s book is not only to point out these alarming facts 
but also to explain what elements in the American experience have produced 
them. Viewing the outline of the book as presented in the table of contents and 
then reading it in the light of its dominating concepts give the impression that 
the author has conceived the problem in the oversimplified terms of economic 
determinism, that is, the conflict between an older agrarianism and a rising 
capitalism. Also, in reading the chapters on the agrarian mind and the industrial 
mind, one feels that Mr. Parkes has succumbed to the great weakness of intellec- 
tual historians—summarizing the ideas of a few writers and calling that the 
mind of America, particularly as he overemphasizes two favorites, Jonathan 
Edwards and Herman Melville. Closer study of the book and piecing together 
scattered passages show that Mr. Parkes has the knowledge necessary for a more 
comprehensive explanation of the American experience. 

As the author tells us, the initial impulse that sent so many people to dare 
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the Atlantic crossing was a desire to change their status that could not be satisfied 
in the stratified European societies. The portion of the American hemisphere in 
which the English colonies were established was fabulous in its opportunities and 
bewildering in its challenges. The wide variety of experiences that resulted cannot 
be adequately described by saying that there developed an agrarian society upon 
which industrial capitalism advanced, and that consequent conflict ensued. 

The truth is that so vast was the area of the United States, so varied its poten- 
tialities, that countless permutations in organizing human experience were pos- 
sible and this complexity must be reckoned with. So countless were the possibili- 
ties and so unlimiting were the conditions of life that men could not fail to affirm 
freedom, tolerance, and faith in unlimited opportunity. For over two centuries 
there was no possibility for any combination to develop that could deny or check 
these. Such opportunity, as Mr. Parkes tells us, “exalted activity above contempla- 
tion and material accumulation,” and, he should have added, the exercise of 
power and ingenuity “above aesthetic, intellectual and spiritual development” 
(p. 337): 

As the population increased and organized communities became continuous 
across the continent—and to this fact the author might well have given much 
greater emphasis—the old freedom was curtailed by the very mass of the popula- 
tion and the lack of unoccupied space as well as by industrial capitalism. These 
changes caused many to realize the implications of limitation of action, and this 
realization stirred up new discontents; it produced frustrations hitherto unknown 
and gave rise to the bewildering doubts that have been undermining the Amer- 
ican faith. The American people are confused by the apparent contradiction 
between belief in freedom and equality and the growth of special power 
aggregates and by the necessity of increasing the functions and strength of the 
government to curtail these aggregates at the price of undermining the freedom 
of the individual. 

How can these doubts be overcome? The answer, in Mr. Parkes’s thought, is a 
revised concept of democracy in which the co-operative impulses of the popula- 
tion are set to work. He believes that the Tennessee Valley Authority may be the 
clue. On the basis of this new program of democracy, there can be built a new 
philosophy of freedom which will revive the faith so necessary for the survival of 
American democracy and for its continued influence in this time of danger. 

This is a difficult book from which to obtain the most value because it seems 
to yield its substance so easily and can send one away satisfied with glib 
formulas. But if studied carefully by those mindful of the pitfalls of economic 
determinism, it gives the needed clues to an understanding of the complex 
American experience. 


University of Pennsylvania Roy F. Nicnots 








Research Notes 
By Ratpu W. ano Morte E. Hipvy 


Rodney C. Loehr, director of The Forest Products History Foundation, reports 
that a Preliminary Inventory of Manuscript Material Dealing with the History 
of the Forest Products Industry is now available for distribution to all students 
interested in research on the subject. The collection of information for a more 
comprehensive bibliography on the history of the forest-products industry is going 
forward steadily. The director requests that interested scholars forward to him 
material which they think should be included in such a bibliography. He also 
expresses the desire of the foundation to assist such scholars in any way that 
it can. 

Attention is invited to the Pillsbury Institute of Flour Milling History, Metro- 
politan Building, Minneapolis 2, Minnesota. This organization was incorporated 
in September 1941 by Alfred F. Pillsbury and other members of the famous 
flour-milling family. The purpose of the institute is “to gather and record facts 
relating to the history of flour milling, particularly the northwest.” At present, 
emphasis is being placed on the early history of flour milling in the United States. 
An important part of the work to date has been to collect pictures and diagrams 
of early American flour mills and the equipment used therein. 

Young economic historians of exceptional ability might profitably investigate 
the program of the Institute of Current World Affairs, 522 Fifth Avenue, New 
York 18, New York. Though it has “no facilities for handling a large number of 
applications,” it has financed men studying in such areas as Russia, the Near East, 
India, China, Japan, Mexico, Brazil, and Argentina. These men have had back- 
grounds in mathematics, science, engineering, law, economics, agriculture, polit- 
ical science, and journalism. The institute has usually financed a man for five 
years or more in order that he may become thoroughly informed about the area 
which he has elected to study. Individuals knowing “any young man possessing a 
first-rate mind, an attractive personality, sincerity, ambition and a desire to do the 
sort of thing the Institute is immediately interested in” are asked to bring him to 
the attention of the institute. 

The Business History Foundation has made a grant-in-aid to William J. Parish, 
University of New Mexico, to assist him in his historical study of the firm of 
Charles J. Ihlfeldt, an early wholesaling and retailing concern in the southwest. 
Through a grant to the Medieval Academy of America, a contribution has been 
made to the cost of publication of Raymond de Roover’s manuscript on medieval 
banking in Bruges. The foundation has also given funds toward the publication 
of Henrietta M. Larson’s Guide to Business History. 

The Committee on Research in Economic History has made the following 
grants: for collaborative study by Harold F. Williamson and Kent Healy, Yale, 
and Theodore F. Marburg, Princeton, of entrepreneurship in the Connecticut 
brass industry; for a study by Harry H. Pierce, Syracuse, of the aid given railroads 
in New York by local governments; for the preparation for publication of a book 
by John W. Cadman, Jr., erstwhile of Princeton, on the New Jersey corporation 
prior to 1876. It is financing the publication of two volumes initiated with its 
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assistance—Louis Hartz’s study of the relations of government to economic 
development in Pennsylvania between the Revolution and the Civil War, and 
Warren C. Scoville’s study of invention and entrepreneurship in the glass indus- 
try with special reference to the Toledo group—and is assisting the publication 
of Louis C. Hunter’s study of steam transportation on western rivers, Edward 
C. Kirkland’s two volumes on transportation in New England, and James B. 
Hedges’ inquiry into the business career of the Brown family of Providence. 

A bibliographical item of interest is the news that Edwards Brothers of Ann 
Arbor, Michigan, are reproducing in a series of quarto volumes the old printed 
catalogue of the British Museum. In view of the fact that sets of the original 
edition are not obtainable and those in many libraries have become worn through 
long usage, the reissue manufactured by the offset process will make the old 
catalogue available to more libraries until the new edition of the catalogue now 
in process can be printed. 

The papers of Erastus Corning, merchant and chief architect of the consolida- 
tion of various short lines between Albany and Buffalo into the New York 
Central Railroad, are now available for the use of scholars at the Albany Institute 
of Art, Science and History. The collection, made up almost exclusively of letters 
to Corning personally, covers the period from the 1830’s to the 1880’s. 
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